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THE USSR AND ASIA IN 1987 
Signs of a Major Effort 


Gerald Segal 








The Gorbachev challenge continues to gather pace, 
: although in 1987 it was a case of two steps forward and one step back. 
The two largest leaps forward were in relations with China and Southeast 
Asia, while the step back was in relations with Japan. Yet the overall 
impression remains of a Soviet administration that is serious about foreign 
policy reform that can serve the more important task of domestic “restruc- 
turing” (perestroika). With the announcement of a major new initiative for 
the development of the Soviet far east, it becomes increasingly hard to 
_ disentangle perestroika at home and abroad. 


Detente with China 


China remains the single most important challenge to Gorbachev’s foreign 
policy in Asia, and the area where he has had most success. His July 1986 
Vladivostok speech still ricocheted around the region, but China was 
clearly the main beneficiary. In the vital military sphere, the promised 
withdrawal from Afghanistan did not happen, but more than a division of 
Soviet troops were pulled out of Mongolia between January and June. So- 
viet and Mongolian commentaries suggested there was more to come as 
the level of tension was reduced along the frontier. Mongolia and China 
reached an agreement on confidence-building measures, and Soviet and 
Chinese officers regularly met along the frontier to sort out minor inci- 
dents before they spun out of control. 

The Soviet military command in the Pacific was not being downgraded, 
but it was being reoriented away from an obsessive concern with China. 
More attention was now being paid to the United States and Japan and to 
naval affairs in general. Certainly the appointment of officers to high rank 
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in Moscow (such as the new air defense chief and defense minister) who 
had made their reputations in the Soviet far east suggests the routinization 
and rising importance of the far eastern theatre in the Soviet high com- 
mand. The thinning out of Soviet divisions facing China in recent years is, 
therefore, merely part of a more general reorganization of the already for- 
midable Soviet military presence in east Asia. 

China’s own military reforms completed their first phase early in 1987 
and by summer the demobilization of one million men was said to be com- 
plete. Chinese officials accepted that a substantial proportion of these cuts 
involved soldiers on the Sino-Soviet frontier. China was also pleased by 
the Soviet agreement, announced again by Gorbachev in an “anniversary” 
interview one year after Vladivostok, to scrap all its Asian SS20 missiles 
without demanding a corresponding cut in Chinese forces. This is a case 
of China benefiting from superpower detente, but without having to make 
concessions of its own. 

Gorbachev’s second major concession at Vladivostok was to accept the 
Chinese definition that the USSR-China border ran down the main chan- 
nel of the Amur River. A new set of talks opened on frontier issues and in 
the second meeting, in August, remarkably swift progress was achieved. 
The two sides agreed that the eastern portion could be left to technical 
experts as both sides now agreed on basic principles, and that they would 
work with existing, albeit “unequal treaties.” On the frontier itself, border 
contacts increased and both sides agreed to use the river for transport and 
trade as well as hydroelectric projects. A regular air service between Har- 
bin and Khabarovsk was reportedly agreed upon, and dozens of local dele- 
gations crossed to negotiate local arrangements. 

Sino-Soviet trade continued to grow, bringing the Soviet Union into fifth 
place in overall China trade. China became the Soviet Union’s third larg- 
est trading partner in Asia (after Japan and India), passing Vietnam as its 
largest non-European Communist trader. Soviet technicians returned to 
China in 1987 to help refurbish plants, and negotiations were taking place 
at local and national levels to ensure that China’s open door to the north is 
pried open even further. Agreement was reached on joint ventures (such 
as in ship repair) and, more interestingly, both sides exchanged detailed 
information about their reforms (or restructuring as Moscow calls it) at 
home. The earnest discussion of how to reform socialism in both states 
demonstrated that the two systems were speaking a more similar language 
than at any time since the 1950s. 

Sino-Soviet detente was also visible in a number of other areas. That 
regular trouble spot, Korea, was kept calm by the closing of Kim Il Sung’s 
room for maneuver because of the detente. Kim had been drifting closer 
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to the Soviet Union since the Chinese detente with South Korea, but in 
May 1987 he traveled to China to be lectured about reform and opening to 
the outside world. Just before the trip he was visited by the commander of 
the Soviet navy, but the Soviet Union seemed anxious to keep the region 
calm and pave the way for a friendly attendance at the Olympics in 1988. 
The Communist giants were cornering Kim into reform, even if they both 
knew it was not the best way to bring it about. But both Mongolia and 
Vietnam had been pushed down similar roads by the Soviet Union and 
there were already signs that this was serving the interests of Soviet foreign 
policy. 

Sino-Soviet detente was also apparent in the visit by China’s acting 
Party General Secretary, Zhao Ziyang, to Eastern Europe. China and the 
Soviet Union took increasingly parallel positions on the Gulf and the 
Arab-Israeli conflict. Progress was made on the Indochina “obstacle,” and 
‘China was also impressed that Gorbachev was pursuing a more sophisti- 
cated foreign policy. He recognized that some cooperation with capitalism 
was useful and, above all, that the Soviet Union no longer desired to domi- 
nate the socialist world. One Chinese paper even suggested the Soviet 
Union had abandoned its “elder brother’ approach to the international 
communist movement. 

But most important of all, as the chief Chinese negotiator with the So- 
viet Union, Vice Foreign Minister Qian Qichen, made clear in an interview 
with The Economist in July, Gorbachev was now seen as serious about 
reform. Thus, much like China a few years earlier, the USSR would pur- 
‘sue a less aggressive foreign policy and therefore be less threatening to 
China. This assessment, and its link to the reforms of socialism in both 
states, was at the root of the latest progress in Sino-Soviet detente. 


Changing Attitudes in Southeast Asia 
The new Soviet foreign policy has recognized that its detente with China 
and ability to find new friends in the Pacific is limited by its support for 
‘Vietnam’s occupation of Kampuchea. The challenge to Gorbachev has 
been how to press Vietnam to reform itself and its foreign policy without 
Josing the undoubted benefits of Soviet bases in Indochina. The solution 
seems to be similar to that undertaken in the Soviet Union itself: use the 
pressure of economic collapse to spur reform. Thus the Soviet Union 
clearly had a hand in the massive shake-out in the Vietnamese leadership 
in late 1986 and the rise of serious reformers. The Soviet Union held an 
extraordinary meeting of a special group under the Central Committee in 
January 1987 to discuss aid to Vietnam and it was decided that more aid 
would be forthcoming but only if it was used in the cause of reform. The 
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carrot and stick package was well judged and the Vietnamese leadership 
has responded favorably. 

So far, the progress has been mainly ‘evident in Vietnamese domestic 
policy, but there clearly have been signs that foreign policy is also begin- 
ning to shift. Much as Chinese and Soviet domestic priorities drove 
changes in foreign policy, so Vietnam wants to lessen tension with China 
and get out of Kampuchea in the pursuit of economy-building at home. In 
a major interview with the Indonesian newspaper, Merdeka, in July, 
Gorbachev picked up the Vladivostok spirit when he pointedly said that he 
was sure Vietnam would quit Kampuchea, as promised, by 1990. Vietnam 
and Indonesia almost reached agreement on a “cocktail party” that would 
have allowed talks on Kampuchea to begin, but China blocked the process. 
The Soviet Union is clearly supporting Indonesian efforts, and admits 
openly that this is now the main obstacle in Sino-Soviet relations and is 
discussed at their biannual meetings. At the October 1987 round of Sino- 
Soviet talks, the Kampuchean question was apparently the only major is- 
sue of disagreement. Yet Vietnam has been careful to keep the Soviet 
Union from exercising much influence in Laos and Kampuchea—a fact 
that in the long term may well increase the Soviet Union’s inclination to 
turn the screws on Vietnam. With recent changes in Soviet naval deploy- 
ments suggesting a retrenchment from the era of forward deployments 
under Gorshkov, the Soviet Union may well be less inclined to pay a heavy 
political and economic price for its Vietnamese bases. 

Despite the setback, the new Soviet eagerness to develop ties in the re- 
gion was evident in a number of high level visits in 1987. Foreign Minister 
Shevardnadze visited Indochina, Thailand, Indonesia, and Australia in 
March and although he offered no concessions, he did project the new, 
more cooperative face of Soviet diplomacy. The Thai foreign minister re- 
turned the visit in May, the first such trip in a decade. In July the Malay- 
sian prime minister made the pilgrimage to the Gorbachev Soviet Union 
and was accorded a very friendly welcome. There was a window of oppor- 
tunity for Moscow to prove that its new image was also a more construc- 
tive reality, but ASEAN states would not wait indefinitely. The Soviet 
interest is to broaden its contacts in the region away from its Indochinese 
allies who are isolated and bankrupt. It is part of the effort to play a more 
positive role in possible schemes for Pacific cooperation, as was evident in 
the Soviet participation as an observer at a meeting of the Asian Develop- 
ment Bank in April. 
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Problems with Japan and Prospects in 

the Pacific 
Unfortunately for the Soviet Union, the key to the door to Pacific coopera- 
tion is in Tokyo and relations with Japan suffered in 1987. The year began 
with much talk of a Gorbachev visit, but problems arose in May when 
Japan arrested four people on charges of spying for the Soviet Union. 
Four Soviet diplomats were returned home, and in August the Soviet 
Union expelled two Japanese for spying. Japan responded with one expul- 
sion and much recrimination over Soviet criticisms of Japan for supporting 
SDI and bowing to American pressure over the Toshiba violation of 
COCOM regulations. 

Japan has received less attention from the Soviet Union than China or 
Southeast Asia, and to some extent the problems in Soviet-Japanese rela- 
tions stem from hurt pride and Soviet insensitivity to Japanese concerns. 
To be sure, there has been a modernization of the Soviet view of Japan. 
Moscow is now far more positive about Japan’s international stature and 
independence, and takes note of its economic success. The Soviet Union is 
clearly interested in the lessons and opportunities of Japan’s success. 

While the northern territories issue is often cited as the major obstacle, 
the Soviet Union has not yet appreciated that an important, symbolic con- 
cession to Japan could move Soviet-Japanese relations ahead much as it 
has with China. Unless relations with Japan are improved, there will be 
severe limits on how much the Soviet Union can hope to improve its image 
in the Pacific, let alone how much economic cooperation it can develop 
with Japan. Tokyo will need powerful incentives before it jeopardizes its 
ties to the United States. 

This tension in Soviet-Japanese relations was also seen farther out in the 
Pacific with Japanese attempts to counter Soviet influence in some of the 
Pacific islands. Lengthy Soviet talks with Vanuatu resulted in an agree- 
ment in January on a $1.5 million tuna fishing deal. The deal was not a 
huge one, but it was reportedly part of a Soviet attempt to obtain access to 
ports and assist in monitoring American missile tests in the region. A 
change of government in Papua New Guinea in August brought Moscow 
further opportunities when the new government expressed an interest in 
improving trade and fishing relations with the Soviet Union. The Soviet 
Union has stated plainly its desire to improve relations with the region, 
and is surprised to find the price it has to pay is remarkably low. Japanese 
efforts to offer counter aid will, at a minimum, raise that price. 

The Soviet Union’s prowling of the Pacific in search of opportunities has 
so far not involved it in the New Zealand-ANZUS row or the unrest in 
Fiji. But it has become involved in the debates over the South Pacific Nu- 
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clear Free Zone. The Soviet Union, unlike the Western nuclear powers, 
signed the treaty, but its insistence that the treaty covers nuclear-armed 
and powered aircraft and ships undermined its pledge of observance as the 
Treaty had specifically excluded these conditions in order to obtain West- 
ern support. Meanwhile, the Soviet Union tweaked American and Japa- 
nese noses by testing a missile in the north Pacific in October—-coming 
perilously close to Hawaii. Clearly the Soviet Union was becoming more 
adept at handling its diplomatic position in the Pacific, but there were still 
jarring reminders of the heavy-handed Soviet Union of old. 


The South Asian Holding Pattern 


South Asia, with its festering Afghan problem and with India sulking since 
the outbreak of Sino-Soviet detente, was a natural area for Soviet action in 
1987. Surprisingly, there was little change in Soviet policy despite a great 
deal of diplomatic dancing. Since the 1960s, India had to some extent 
taken the place of China as the main Soviet trading partner in the develop- 
ing world. But with Sino-Soviet detente, India feared that it would be one 
of the first to lose out. In November 1986 Gorbachev spent four days in 
India and was given a first class welcome by an Indian prime minister 
anxious for distractions from domestic unrest. 

Although the trip—the first by a Soviet leader since 1973 and 
Gorbachev’s first to Asia—went well in personal terms, little of substance 
emerged despite the presence of more than 250 people in the Soviet en- 
tourage. Soviet-Indian trade was in the doldrums as the fall in oil prices 
hit the value of Soviet exports and therefore the value of the planned trade. 
The United States had once again become a more important trading part- 
ner for India, but the trends in this informal competition were as much the 
result of Indian policy as of Soviet strategy. The Soviet Union remained 
the main supplier of Indian arms, as the arrival of new MiG-29s in Decem- 
ber 1986 suggested. India also hosted 17,000 Soviet tourists a year, one of 
the few non-bloc locations to be allowed to receive them. 

The friendship remained unchanged, but it also remained delicately de- 
pendent on both parties keeping to their best behavior. India kept out of 
the new Gorbachev proposals for Asia-Pacific collective security, in part 
because these gave China a more prominent role. Prime Minister Gandhi 
returned the Gorbachev visit in July 1987 at the start of the Festival of 
India in the Soviet Union. The year-long festivities were more extravagant 
than the previous show in the United States, a point the Indians were anx- 
ious to make to foreign observers. The projected increase in American aid 
to Pakistan at the time helped drive Gandhi closer to Gorbachev, while 
still keeping some distance in the embrace. 
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The Soviet Union was anxious to keep its distance, most notably when 
India and China threatened to come to blows in the spring and summer. 
In early 1963, one of the major indications of the Sino-Soviet split was the 
Soviet tilt to the Indian side shortly after the 1962 Sino-Indian war. 
Twenty-five years later, the Soviet Union was careful not to jeopardize its 
hard won detente with China, but it also recognized that it had to treat 
both Asian great powers with more respect and caution. 

India and the Soviet Union still found their relationship complicated by 
the nasty little war in Afghanistan. Gorbachev had recognized that in ad- 
dition to China and Indochina, the Afghan issue was high on his Asian 
foreign policy reform list. The withdrawal of troops promised at Vladivos- 
tok turned out to be on a very small scale and more cosmetic than real. A 
far more interesting initiative was the proposal by the Afghan government 
for a ceasefire on January 15. 

The idea was to split the rebel groups and rebuild the image of the Af- 
ghan government. But after some wavering, the rebels agreed to reject the 
proposal. The United Nations-sponsored talks remained deadlocked, de- 
spite a flurry of peace hopes sparked by the offer to withdraw troops and 
abide by a ceasefire. Although ostensibly the talks foundered on a timeta- 
ble for a full Soviet withdrawal and a closure of the rebels’ access to arms, 
in reality the issue was the nature of the Afghan regime. The Pakistani 
foreign minister visited Moscow in February but no progress was made on 
the basic issues. The Soviet Union retained its minimum demand for a 
friendly regime, while the rebels squabbled among themselves on what 
kind of Islamic state they wanted. Gorbachev even spoke of possibly in- 
volving the monarchy again as a compromise government, but by the sum- 
mer of 1987, when fighting resumed, most of the already limited goodwill 
had faded. 

Shevardnadze and Dobrynin had paid an unexpected visit to Kabul in 
January and KGB chief Chebrikov was there in April because of increased 
rebel raids across the frontier into the Soviet Union. Gorbachev had called 
the Afghan problem a “bleeding wound” for the Soviet Union, but there 
was no one around to help bandage the patient. Dr. Najib, the Afghan 
leader, was in the Soviet Union for “medical treatment” in July, but cer- 
tainly neither the condition of his country nor Soviet foreign policy toward 
it improved, for all the efforts at peace-making. Afghanistan remained the 
single biggest problem—and failure—for Soviet foreign policy in Asia. 
The Soviet Union was the only great power with troops suffering casualties 
on a major scale and the only great power at war in Asia. 
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Domestic Reform and Foreign Policy 
Clearly there is a close connection between Soviet domestic politics and 
USSR foreign policy in Asia. While there are few dimensions of its domes- 
tic politics that are specifically Asian, the impact of the general reform 
process has affected Soviet Asia only somewhat less than the heartland of 
the European Soviet Union. 

Gorbachev has clearly taken a special interest in the Soviet far east and 
he recognizes that the success of reforms in the region will be vital to his 
foreign policy. As a result of his July 1986 tour of the area, a $359 billion 
project has been drawn up for development of the Soviet Union east of 
Lake Baikal. Up to 30% of the funds will be spent on improving infra- 
structure, for example, building better housing. The central task of the 
project will be to shift the processing of mineral and fish resources to the 
region and make it more attractive to foreign investors. The region will 
become self-sufficient in energy and food, and rely more on neighbors for 
consumer goods. 

There clearly are important linkages in this plan between domestic and 
foreign perestroika. To some extent the linkages are already evident in 
relations with China where joint ventures and closer cross-border collabo- 
ration are already underway. North Korea, Mongolia, and Vietnam are 
also seen as possible partners in other projects. The far east development 
project has been evolved with a keen eye to export potential, a model not 
too different from that tested in China over the past decade. Soviet com- 
mentators have spoken clearly about the problems of maintaining socialist 
principles while opening up to the outside world. 

This delicate balance between socialism and development is being pur- 
sued by the Soviet Union by way of overtures to socialist as well as non- 
socialist states of east Asia. For the time being, the Soviet Union makes 
clear that most development will be carried out with socialist states. But 
the newest, and most complex target for joint ventures seems to be the 
developed and rapidly developing economies of the Pacific rim. The idea 
was specifically mentioned by Gorbachev in his Merdeka interview and 
has been followed up by a series of detailed articles by Soviet academics. It 
is the non-socialist states of the Pacific that hold the most attraction for 
the Soviet Union as sources of high technology, and the Soviet Union even 
appears ready to serve as a source of raw materials for the development of 
its Pacific neighbors. Much as Australia and Canada have discovered, it is 
clear that serving as a “hewer of wood” need not lead to a one-sided rela- 
tionship. The model of more successful relationships with West Europe- 
ans suggests that similar arrangements in east Asia are possible, especially 
as the Asians are closer to most Soviet resources. Japan is seen as the most 
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likely partner in such ventures, but the approach to ASEAN states and 
Australia is also intended to explore options of this sort. 

A related reform that has been mooted but not yet implemented, is 
greater independence for individual enterprises and far greater flexibility in 
local management. It is in these dimensions that reform of domestic and 
foreign policy is most closely linked. This so-called “organizational re- 
form” implies recognition that the present system helps keep the economy 
stagnant and puts off foreign investors. The Chinese in particular have 
complained that managers of individual Soviet factories cannot take in- 
dependent decisions necessary to carry out joint ventures or negotiations 
with foreign companies. There is great scope for such contacts, but the 
necessary laws and practice are only now being evolved in Moscow and 
tested in certain cases. If the Chinese experiment is anything to go by, the 
process will be more difficult and protracted than first envisaged. In 1987, 
at least, the Soviet Union was sure of the need for reform, although the far 
harder “perestroika II” task of implementing reform was still to come. 

When such reforms are undertaken, and again following the Chinese 
experience, the possibilities for corruption seem to grow. The Soviet 
Union has long had a problem of this sort in central Asia and there are 
already signs that further reform is being held up in the area for fear of 
feeding the corruption disease even further. Unrest has already been re- 
ported in some central Asian territories, most notably Kazakhistan. To 
the extent that reform requires the clearing out of party deadwood, it will 
lead to further instability in the region. This concern no doubt fed the 
fears leading to the Chebrikov visit to Afghanistan in April. But most 
such cases have been in Soviet central Asia rather than east Asia—yet 
another indicator that the Soviet Union increasingly sees the two Asias as 
distinct. 

Overall, the need for reform in the Soviet Union is not really in doubt, 
therefore the problems it brings in its wake must be faced rather than 
avoided. There are real debates in the Soviet Union over the pace of re- 
form, and which of the main obstacles needs to be tackled first. It is al- 
ready clear that at least as far as Asia is concerned, the USSR is already 
feeling the effects of “restructuring.” The investment in the far east, the 
opening to China, the initiative in Indochina and ASEAN, the intermedi- 
ate range nuclear arms control moves, and the abortive efforts in Afghani- 
stan are all signs of a major effort. As a result, 1987 has left the Soviet 
Union in Asia in better shape than at any time since the 1950s. 





THE UNITED STATES AND ASIA 
IN 1987 


Progress Brings Problems 


Fred Greene 


For more than a decade, since the normalization of 
ties with China and the end of the Vietnam War, U.S. relations with East 
Asia have been fairly stable. Its interests have appeared far more secure 
than in other, more turbulent regions of the Third World. In the security 
field, the increase in Soviet air and naval power and the extension of Mos- 
cow’s military position in North Korea and Vietnam, with overflights and 
a naval facility at Cam Ranh Bay, respectively, have caused some concern. 
But the preponderance of U.S. strength in the western Pacific persists, and 
the superpower agreement of 1987 to abolish all intermediate nuclear mis- 
siles removed the SS-20 threat to China, Japan, and other lands, thus en- 
hancing the region’s overall security. Hanoi’s war in Kampuchea 
continued but, apart from a limited incursion into Thailand in the spring, 
did not pose any threat to the status quo in Southeast Asia. 

In the economic realm it appears that the long-heralded Pacific century, 
at least in trade, became a genuine achievement, as the dollar value of the 
America’s trade across the ocean in 1985 exceeded its transatlantic total 
with Europe and Africa. In 1987 Thailand joined South Korea, Taiwan 
and Singapore in having the value of its manufactured exports exceed that 
of primary products. The newly industrialized countries (NICs), along 
with Japan, made the area into a truly formidable economic center. This 
also held true in services, like insurance and finance, as was seen in the 
importance attached to stock exchange actions in Tokyo, Hong Kong, and 
Sydney, Australia, in the October 1987 financial crisis. The widely recog- 
nized interrelationship between the United States and Japan intensified in 
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many sectors, including interest rates, exchange rates, direct investment, 
transfers of technology, and market access. 

Yet these very powerful and constructive developments brought great 
problems in their wake, many of them driven by the very large U.S. trade 
deficits. Others stemmed from the mercantilist policies, as perceived in 
Washington and especially on Capitol Hill, pursued by all the successful 
Asian economies. Additional issues arose from the illegal transfer of sensi- 
tive security technology from Japan to the Soviet Union, enabling Moscow 
to develop much quieter submarines. These strains, coupled with the do- 
mestic political turmoil in two allied lands, South Korea and the Philip- 
pines, indicated that serious challenges could develop to the stability of the 
area and to the maintenance of American interests there. Finally in the 
security realm, Pakistan, so vital in sustaining the Afghan guerrillas, was 
moving closer to a nuclear weapons capability, presenting the U.S. with a 
most painful dilemma in dealing with the subcontinent. It is to these diffi- 
cult problems that we will now turn. 


Economic Confrontation? 
A grim point of departure is the stark figures on the merchandise balance 
of trade.! The overall U.S. deficit for 1984—86 totaled $112.5, $124.4, and 
$147.4 billion, respectively. Japan’s share of this rose from $36.9 billion in 
1984 to $43.5 billion in 1985 and $54.6 billion in 1986. For Hong Kong, 
South Korea, Singapore, and Taiwan the combined shares are $20.1, 
$23.3, and $28.7 billion. Negative balances occurred in trade with West- 
ern Europe, Canada, and Latin America as well (1986 figures are $28.6, 
$16.0 and $11.3 billion, respectively), but the total for the five Asian states 
of $83.3 billion, or 53% of the entire deficit, struck a raw nerve. The 
United States reacted with demands that these countries appreciate their 
currencies relative to the dollar, open their markets further to American 
products, raise domestic demand so as to improve prospects for imports 
(and reduce their urgency to export), and allow Americans a greater role 
in their finance and security markets. As to currency, Washington had 
most success against the yen which, like the mark, has appreciated 
sharply—by more than 50%—vcver the past two years. Yet import prices 
from Japan and West Germany have not risen commensurately, as both 
try to keep the market penetration attained in previous years when the 
dollar was relatively overvalued. The U.S.-Japanese trade gap did not 
come down even though Japanese imports in September 1987 (compared 


l. Figures are from U.S. Department of Commerce, Survey of Current Business, Vol. 67, 
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to September 1986) rose 10.5% to $2.72 billion, whereas exports increased 
only 3.9% to a total of $7.58 billion giving a $4.8 billion surplus in com- 
parison with $4.3 billion for the previous September. 

Still, Japan’s overall surplus seems to be abating at a faster rate than the 
U.S. deficit. This leads Washington to conclude that the surplus is being 
distributed to the other Asian states, whose currencies have not risen to 
anything like the yen’s level. Under great U.S. pressure, Taiwan has raised 
its currency by 24% against the dollar since 1986, but by mid-1987 the 
Korean won rose by only 7%. By expanding its surplus with the United 
States, its premier trading partner, Taiwan has increased its reserves from 
$40.5 billion in October 1986 to $64 billion in September 1987, with expec- 
tations of reaching $70 billion by year’s end. Its 1986 trade surplus of 
$16.5 billion was expected to clear $20 billion in 1987, pointing toward still 
more friction with the United States. Overall, with the four “young 
tigers,” U.S. exports are expected to rise by 16% in 1987, with imports 
increasing 19%.? Both Seoul and Taipei grudgingly widened their import 
markets, made it easier for their citizens to move cash abroad, and Seoul, 
for one, planned to ease foreign access to its security markets. 

Coordination of national economies, well beyond the realm of exchange 
rates, became a much discussed topic in 1987. The famous seven-nation 
Louvre accord of February, designed to keep the dollar in an agreed range 
of value, reflected fears that volatility or too great a decline in its value 
would harm the world economy. For it was noted during the first half of 
the year (before the market collapse of October) that international stock 
market declines occurred in April and May when the dollar fell. As the 
year wore on, the U.S. chided Japan and West Germany for lacking the 
“sumption,” as President Reagan stated, to stimulate their economies and 
reduce their interest rates, though Japan was given greater credit for trying 
through expansionary public works programs.* By mid-autumn, with cur- 
rencies in disarray (the dollar now falling in order to cushion the stock 
market slump), national policies far from coordinated, trade disputes still 
very much with us, and Japanese stocks reeling in the wake of the U.S. 
decline, international economic policy was in a state of disrepair. 

At the U.S.-Japanese bilateral level, Washington set forth three com- 
plaints—lack of access to the Japanese market, Japanese dumping in the 
U.S. at below-cost prices, and, conversely, a failure to provide sufficient 


2. New York Times, October 13, 1987. 
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quantities of items in scarce supply. With regard to market access, U.S. 
firms continued to complain that they could not bid effectively for con- 
tracts on the new $7 billion Kansai airport project, where they have less 
than $1 million in contracts. There were also year-long negotiations to get 
Japanese auto makers to buy more parts from American suppliers, but this 
led only to an agreement to exchange information on the totals and pat- 
terns of purchases. American exporters unhappily pointed to the $190 
million worth of parts Japan bought from the United States in 1985 in 
contrast with the $5.2 billion in Japanese auto part sales to it. 

Computer memory chips are another sore point, with the U.S. holding 
912% of the Japanese market in 1987, about the same share as in 1985 
when American semiconductor manufacturers filed an unfair trade com- 
plaint against Japan. (This led to a 1986 agreement that Japan was later 
accused of violating and that resulted in sanctions discussed below). A 
final example is in the field of super computers, with the U.S. citing Ja- 
pan’s refusal to purchase foreign brands because Tokyo is admittedly fos- 
tering an indigenous capability in this important field. All the United 
States could achieve after nine months of negotiations was an exchange of 
detters in which Japan promised that there would be honest competition. 

The United States also has accused Japan of dumping super computers 
in order to foster the growth of this nascent industry, and charges of 
dumping were directed at computer chip exports to the U.S. as well. More 
novel was the Commerce Department finding that roller bearings were 
selling at illegally low levels because the Japanese failed to raise prices to 
compensate for the rising value of the yen, preferring to absorb this cost, 
even at a loss, rather than lose market shares. This first instance of penal- 
izing Japan on these grounds could set a precedent for other cases. Pickup 
trucks were the next target of this charge, as the auto and steel industries 
were following developments closely. Since Japanese firms provide about 
20% of total U.S. imports, and since under these pressures their costs may 
go up by 20% by late 1988, this policy is bound to have an inflationary 
effect on the U.S. economy. With domestic production costs rising 4% in 
1987, higher costs for the year’s imports alone indicate an overall price rise 
of 5 to SA%. 

Sanctions for Japanese dumping of computer chips were levied in April, 
consisting of 100% tariffs on products worth $300 million, in the first ma- 
jor U.S. action of this kind against Japan since 1945. Applied to color 
television sets, hand tools, and desk-top and lap computers, these sanctions 
were imposed for Japan’s failure to adhere to the 1986 agreement against 
dumping and to open its market to U.S. semiconductors. In June, duty on 
20” color TVs was rescinded ($51 million value) followed in October by 
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the 18” and 19” sets ($38 million), low performance desk-top computers 
($19 million), and assorted tools ($26.9 million), for a total of $135 mil- 
lion. The duty on $165 million worth of lap-top and high performance 
desk-top computers remains because the U.S. share of the Japanese semi- 
conductor market has not expanded. Finally, the U.S. is still complaining 
about the limited availability from Japan in the American market of the 
256K and 1 megabit dynamic and static random access memory bits. 

On top of these continued frictions came the Toshiba scandal, in which 
an entity of that large conglomerate was discovered to have shipped to the 
USSR. high technology capital goods from which the Russians (with 
software obtained from Norway) could begin to make submarine propel- 
lors in the mid-1980s that would reduce the noise of these craft so mark- 
edly as to impair the antisubmarine warfare capability of the United 
States. The furor raised in the U.S. at midyear over this scandal was ag- 
gravated in Japanese eyes by the much more limited reaction to the paral- 
lel Norwegian transgression. “Japan bashing” became a frequently heard 
term in both countries, and the picture of five members of the House of 
Representatives smashing Toshiba electronic products outside the Capitol 
has been shown repeatedly on Japanese television. Some deterioration of 
respect between the two countries has occurred, though this probably is 
exaggerated to a degree in the media. Still, when over a third of the 
school-age children in Japan refer to the United States as their country’s 
major problem, it must reflect the extent to which negative sentiments 
have pervaded the society in recent years. Anguish over what Europeans 
as well as Asians perceive as an American-driven financial crisis is bound 
to intensify the problem. 

Yet, when it came to writing sanctions against Toshiba in a prospective 
trade bill after midyear (legislation that may well founder on the antipro- 
tectionist reaction to the October fall in the market), many American firms 
firmly indicated how much they relied on Toshiba to produce parts or 
components essential to their own economic well-being. The incident 
again reflected the contrary pulls of conflict and integration that character- 
ize the modern world economy. 

Another consequence, in part of the Toshiba affair but also of bilateral 
economic strains in general, was Japan’s decision to abandon plans to de- 
velop a new fighter plane on its own. Japanese manufacturers and military 
officials believe that the country has become self-reliant in the critical tech- 
nologies. They wish to train their engineers by building a fighter from 
scratch, especially since the government has targeted aviation for growth 
over the next decade. Tokyo hopes that acceptance of the joint production 
route advocated by the U.S. would offset protectionist pressures and ease 
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the trade deficit. It may decide on the General Dynamics F-16, and build 
170 planes in Japan, at a cost of several billion dollars, with U.S. and Japa- 
nese firms providing the components. In this way, the United States would 
also benefit from Tokyo’s assumption of a greater share of the air security 
burden, while maintaining the bilateral security framework that so many 
of Japan’s neighbors deem vital to their own security vis-a-vis Japan. Asa 
further sign of security cooperation with the United States, Japan expects 
to raise its payments over the next few years from 30% ($1.3 billion) to 
50% of the costs of U.S. forces in Japan, mostly for rent and other land 
related expenses. 

In sum, many fear that the cultural and economic strain between the 
two countries, which is growing at an alarming rate, could contribute to 
unraveling the security tie if not held in check.* Others still see the eco- 
nomic and security links between Washington and Tokyo as powerful 
enough to provide the incentives necessary to avoid such a dramatic 
change. The shocks that this system experienced in 1987 indicate that 
there certainly are no grounds for complacency. 


Democracy and Self-Determination 

During 1987 questions of democracy and human rights, so pivotal in the 
1986 February revolution in Manila, still remained crucial to U.S.-Philip- 
pine relations and assumed a central role with another ally, South Korea. 
The United States sought to sustain, with verbal endorsements and mone- 
tary assistance, the democratic Aquino government as it moved through 
its institution-building process. The economic and military aid programs 
in FY 1987 came to $250 and $100 million, respectively. Despite setbacks 
in its political appeal, the communist insurgency retained its military capa- 
bility and expanded its acts of violence to include the murder of three 
American servicemen in the vicinity of Clark Field on October 28, the first 
such direct actions against U.S. personnel since 1974. This probably was 
an attempt to inhibit greater U.S. involvement on behalf of Mrs. Aquino, 
and to diminish the perceived value of the military facilities at Clark and 
Subic Bay to the United States. 

This issue arose after a failed military coup August 28 against Mrs. 
Aquino, after which opponents continued to talk of a possible “constitu- 
tional coup” to replace her with Vice-President Salvador Laurel. The 
United States has consistently stated its opposition to any coup attempt 
and has repeatedly issued warnings that military assistance would be ter- 
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minated, as it must under American law, if a military coup takes place. At 
the time of the August coup effort, the U.S. embassy in Manila issued this 
warning, declared its “unqualified support” of Mrs. Aquino, informed the 
coup leader, Colonel Gregorio Honasan, of its position, and informed lead- 
ing Officials and publicists of this stand. Still, rumors persisted that the 
U.S. supported this effort, just as was charged, despite American denials, 
during a rash of coup threats in November 1986. 

Nationalist politicians and journalists, perhaps unnerved by Manila’s in- 
ability to sustain reform efforts or to control the military and the insur- 
gency, have persistently advanced anti-U.S. themes. They have accused 
Washington of attempting to undermine the government and, simultane- 
ously, of acting in bad faith with paternalistic assurances of support, assist- 
ance programs, and “envelopmental diplomacy” to buy favor. For its 
part, the United States seeks to support Philippine democracy, encourage 
reform, and support the nation’s counterinsurgency capabilities under try- 
ing conditions. At the same time, it must prepare for difficult negotiations 
over the military facility arrangements, which come up for review in 1988 
and renewal in 1991. 

In Korea, a determined opposition compelled the military regime to 
turn the upcoming presidential election into a truly democratic choice. In- 
spired in good part by the success of “people power” in the economically 
less-advanced Philippines, students and others took to the streets in mid- 
year to press for the establishment of a fully democratic order. To every- 
one’s surprise they carried the day, and on June 29 the government’s 
presidential candidate, Roh Tae Woo, acceded to their demands. In an 
important sense, the U.S. role in this drama was marginal, since these 
events and the follow-on drafting of a new constitution were exclusively 
the work of the Koreans. Yet, from the beginning of the year when Assis- 
tant Secretary of State for East Asian and Pacific Affairs Gaston Sigur 
supported a peaceful change in the existing authoritarian order, the United 
States has encouraged this “democratic modernization.” Once the process 
moved forward, Sigur repeatedly urged adherence to this path, and he as- 
sured American impartiality and a desire to work closely with the winner.’ 

The U.S. also issued warnings against a military intervention and em- 
phasized its expectation that the duly elected winner would assume the 
presidency. Since Kim Dae Jung, who is anathema to the military, is a 
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leading candidate, this proposition may be sorely tested. However, his ri- 
val, Kim Young Sam, also is running, thereby giving ruling party candi- 
date Roh Tae Woo a good chance of winning. While in Washington, Roh 
met with President Reagan, an event that was seen in Korea as an attempt 
to raise the candidate’s stature as a politician of international standing. 
The angered opposition called this tantamount to an American endorse- 
ment, and the visit further intensified the anti-American attitude that per- 
meates most of the student movement. As developments in the Philippines 
have demonstrated, transitions to democracy are difficult and are likely to 
put relations with the United States on a rocky course. 

Problems with China stemmed from another ideological considera- 
tion—human rights and a degree of self-determination for the people of 
Tibet. When the exiled Dalai Lama was received by the U.S. Congress in 
September 1987, China responded with a repressive demonstration of its 
power in Lhasa. This in turn triggered agitation by Buddhist monks for 
independence, followed by riots and the deaths of about nine people on 
October 1. The U.S. Senate then, by a 98-0 vote on October 6, condemned 
the Chinese crackdown, urged the President to meet with the Dalai Lama, 
and called for a certification on human rights progress before the U.S. sold 
new arms or weapons technology to China. The State Department at first 
reacted in a low-key manner, stressing recent improvements in Tibet and 
expressing a desire not to interfere in Chinese affairs. It noted that the 
U.S. considers Tibet an integral part of China and that the Dalai Lama’s 
five-part proposal for a “peace zone” was really an opening step toward 
independence. It also repeated its opposition to granting Tibet observer 
status at the United Nations. Deng Xiaoping weighed in by denouncing 
Congress for “arrogance and ignorance,” and Beijing took the unprece- 
dented step of refusing a congressional delegation permission to visit Ti- 
bet.8 

The State Department was motivated by a desire to prevent serious 
damage to U.S.-Chinese bilateral relations, but it soon found itself under 
criticism for not standing firmly enough behind the worldwide U.S. policy 
of promoting human rights. In its desire not to irritate Beijing or upset 
China’s sensitive border arrangements, it seemed to allow Congress to 
“run away” with policy. This may have had some impact on an otherwise 
unrelated issue, the sale by China of Silkworm missiles to Iran, which Bei- 
jing continued to provide—and to deny doing so—despite repeated Ameri- 
can protests and photographic evidence showing the weapons loaded 
aboard ship in China and unloaded in Iran. After the Silkworm did much 


8. New York Times, October 17, 1987, and for interaction among American officials and 
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damage to vessels and port installations in Kuwait, the United States in 
late October decided to curb exports of high technology products to China. 
In halting a review of China’s request to expand this category of exports, 
the U.S. described its action as a proportionate response to China’s sup- 
port of Iran. This was the first new restriction placed on China since rela- 
tions began to improve in the Nixon administration. The United States 
also determined that Beijing was supplying Iran with about 100 of the 
more sophisticated C-801 antiship missiles, in addition to 75 to 100 Silk- 
worms, plus large volumes of other arms, valued at about $500 million. It 
is estimated that China and North Korea together were supplying Iran 
with nearly, 70% of all its military imports.? The public nature of this 
debate could make it harder to win Chinese support at the U.N. for the 
imposition of a global arms embargo on Iran. However, there also were 
reports that the Chinese assured Undersecretary of State Michael 
Armacost during a visit to Beijing in early November that Beijing would 
send no more arms shipments to Iran. 


The Subcontinent and the Nuclear 

Dilemma 
U.S. opposition to the spread of nuclear weapons is in direct conflict with 
Pakistan’s determination to acquire such a capability.1° Because of Paki- 
stan’s crucial role in the Afghan war, in providing a haven for nearly three 
million refugees and a base for increasingly effective guerrilla operations 
against Soviet and Kabul forces, the United States in 1981 provided $3.2 
billion in military and economic aid for six years. Since Washington al- 
ready suspected Pakistan’s nuclear intentions at the time, an exemption— 
which expired October 1, 1987—-was required from the law barring aid to 
countries that import materials to develop nuclear weapons and resist in- 
ternational safeguards. Further, under a 1985 law, aid must be cut off 
from nations illegally trying to acquire American materials to make a nu- 
clear device, though the President may determine whether such action will 
harm the national interest or impede the nonproliferation effort. 

At stake now is a new six-year package of $4.02 billion when evidence is 
mounting that Pakistan is close to a nuclear-weapons capability. State- 
ments by a Pakistani scientist and even the country’s President earlier this 
year indicated that the country had or could make a bomb. The arrest in 
the United States of a Canadian citizen, of Pakistani origin for seeking to 


9. Ibid, October 23, 24, 1987. 
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by U.S. Undersecretary for Political Affairs Michael Armacost and printed as Current Policy 
No. 953, Bureau of Public Affairs, Department of State. 


THE UNITED STATES AND ASIA 19 


purchase a steel alloy and other materials used in the manufacture of nu- 
clear devices pointed to a large procurement network and implicated the 
government in Islamabad. U.S. requests that the facility at Kahuta be 
open to inspection were summarily rejected, as was the request to set up an 
intelligence monitoring facility. Further, the United States was becoming 
increasingly certain that Pakistan was enriching uranium beyond 5%, de- 
spite Islamabad’s denials, and it did not accept the claim that these materi- 
als were being used only in energy research. Congress finally approved the 
$4.02 billion aid package, but the House Appropriations Committee voted 
to suspend the aid until January 15, 1988, and then extend the waiver only 
through the end of the fiscal year.!! This defers a difficult decision but also 
means that it will have to be confronted again in the fall of 1988. 

Pakistan denies involvement in a procurement conspiracy, has offered to 
help in the investigation, and repeatedly claims that it is not making nu- 
clear weapons. Public sentiment took a sharp anti-American turn at the 
accusations, and the restrictions by Congress on the aid package were 
viewed as “humiliating terms” that were an “affront to self-respect.” Paki- 
stan complained of a “pattern of faltering U.S. commitment” that severely 
damaged America’s reputation for dependability.!* Yet it was difficult to 
see how Islamabad could turn down the aid, given its heavy dependence on 
foreign assistance and its own unwillingness to abandon the guerrillas de- 
spite the strain in the form of border harassment and terrorist attacks 
brought on by its involvement in the Afghan war. 

Pakistan took the diplomatic offensive when Prime Minister Muham- 
med Khan Junejo at the U.N. proposed a nuclear-free zone and a regional 
test ban treaty for South Asia, and offered to accept a bilateral Indian- 
Pakistan test ban as well. He said that Pakistan would sign the non- 
proliferation treaty or a test ban treaty only if India did, referring to his 
country’s earlier offer to India that both sign the NPT and agree to inspect 
each other’s plants. He noted that he had repeated all these offers to India 
in 1987, only to have them rejected. This included a renewed U.S. sugges- 
tion that the two nations agree to a mutual inspection treaty and a treaty 
banning nuclear weapons. In rejecting all these proposals, India has stated 
that they will not stop Pakistan’s clandestine program, adding that even 
inspections would not provide adequate assurance. Prime Minister Rajiv 
Gandhi, visiting the United States, argued that Washington should do 
more to check Pakistan’s effort. The U.S. advised him that the aid pack- 
age would likely be renewed but that Pakistan’s request for early warning 


11. For U.S. executive and legislative efforts to halt Pakistan’s nuclear program, see New 
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radar planes would be deferred. This is a matter of deep security concern 
to India, which still views its neighbor as a threat, whereas the United 
States sees these aircraft as a means to counter Soviet attacks from Af- 
ghanistan. 

Prime Minister Gandhi’s visit with President Reagan in October 1987 
was in itself an indication of improvement in the turbulent U.S.-Indian 
relationship. Gandhi’s observation during the summer that the United 
States was trying to destabilize the Indian government incensed officials in 
Washington, and the two countries still disagree over the significance of 
the Afghan war and its threat to Pakistan. Still, the relationship seemed to 
improve as India moved from an attitude of wariness toward the U.S. toa 
more balanced treatment of the superpowers, and indicated its interest in 
the U.S. becoming more involved in the subcontinent’s affairs. This was 
evident in two agreements reached in October after protracted negotia- 
tions—the sale of a super computer and joint production of a light combat 
aircraft. Talks about a super computer for weather analysis began in 1985, 
but were stalled over U.S. concerns about its use for weapons development 
and Soviet access that would enable it to decipher American codes. These 
were resolved when India accepted a single processor rather than the 
double processor it had sought, thus becoming the first non-Western state 
to receive such a device. The Gandhi-Reagan meeting also settled differ- 
ences over the variety of high-technology items to be used in the struc- 
ture of the proposed combat plane. The two could thus cite gains in 
confidence-building through increased cooperation in high technology and 
trade. 

Yet obstacles remain, with Pakistan at the heart of the problem, since 
the U.S. appears determined to proceed with aid despite the evident nu- 
clear weapons problem. In his testimony before a House committee, Am- 
bassador ‘Richard T. Kennedy argued for continued aid on the basis that 
fear of an aid cut off may deter Pakistan from actually building and testing 
a nuclear device. It-could also be maintained that a continued military aid 
program would enhance the country’s sense of security and make it less 
dependent on nuclear weapons in a crisis. According to this line of reason- 
ing, efforts should be directed toward nonuse of weapons that are inevita- 
bly going to be acquired, primarily by reducing the India-Pakistan rivalry 
and fostering arms control agreements on the subcontinent. It is also pos- 
sible that Congress, in dealing with the Pakistan dilemma, will vote for a 
reduced aid program but not a cutoff, hoping that this would inhibit Paki- 
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stan’s nuclear effort but not impair its ties to the United States or its sup- 
port of the Afghan guerrillas. 


Movement in Vietnamese Relations 
After years of stalemate on the missing-in-action (MIA) and emigration 
issues, Washington and Hanoi took small steps toward accommodation in 
August and September 1987. However, the U.S. was still unwilling to con- 
sider diplomatic recognition or significant economic concessions to Hanoi, 
let alone reparations. Retired General John Vessey reached agreement 
with the Vietnamese in August to extend American humanitarian assist- 
ance to war amputees and to victims of polio and other diseases. In turn, 
Hanoi agreed to move forward in its MIA search effort, suspended since 
January 1986, and in processing applications for emigration, also held up 
since that time. The humanitarian aid program also included a modest 
diplomatic concession, since the medical and assistance experts came to 
Hanoi in September as an official U.S. delegation. Consular and immigra- 
tion officials went to Vietnam, for the first time since 1975 under U.S. 
rather than U.N. aegis, where they resumed screening applicants for reset- 
tlement under the Orderly Departure Program (ODP). Despite this in- 
volvement at the diplomatic level, for which Vietnam has pressed since 
1979, the U.S. insists on an accounting for all MIAs and the full departure 
of Vietnamese troops from Kampuchea as the price for full diplomatic 
relations. Still the U.S. is no longer treating Vietnam as a pariah, and 
there are plans to provide artificial limbs to 60,000 Vietnamese amputees 
and to treat thousands of young people paralyzed by polio. Humanitarian 
aid from private groups will be permitted under this program, with trade 
restrictions lifted and licenses provided to charitable relief organizations. 

On the MIA question, there are still 1,776 Americans unaccounted for 
in Vietnam and 637 in the rest of Indochina. Hanoi has agreed to receive 
an American team of experts again and to conduct further inquiries. It has 
returned the remains of 170 identified servicemen since 1974, with 94 of 
these since 1981, leading many U.S. officials to resent what they perceive 
as Vietnam’s intent to dole out more remains as the talks progress. Hanoi 
has reiterated that it holds no prisoners and knows of no Americans still 
alive. It does acknowledge, however, that some Americans may be living 
in the country voluntarily. 

As to the resumption of legal emigration, Hanoi has readily agreed to 
consider family reunification cases. It has also adopted a more forthcom- 
ing position on the 10,000 children, now teenagers, of American and 
Vietnamese parents. Until January 1986 when the programs were sus- 
pended, 3,750 children and 5,400 other relatives were allowed to leave 
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Vietnam. The U.S. Embassy in Bangkok has applications of 8,800 chil- 
dren and 18,000 close relations on whom screening began again in Octo- 
ber. In the ODP program, about 670,000 Vietnamese seek resettlement, 
and the U.S. has already indicated that 95,000 of them are eligible, includ- 
ing many political prisoners. Hanoi, however, still refuses to consider 
political prisoners at this time, stating that this issue must be decided at a 
higher level. Of the 6,000 prisoners released in September 1987, 480 had 
been associated with the former Saigon regime. Since more than 300 had 
been previously freed, Hanoi seemed to be placing itself in a position to 
trade these people for further economic and political concessions beyond 
those obtained in 1987. 
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October 20, 1987, was an extraordinary day in Tokyo. 
In the wee hours, while most citizens were fast asleep, Prime Minister 
Nakasone Yasuhiro officially named Takeshita Noboru as his successor; a 
few hours later the citizens awoke to the news of a stock market crash in 
New York. Before the day was over the bear had arrived in Tokyo; the 
225-share Nikkei index had fallen by 15% on the single day in the Tokyo 
Stock Exchange (TSE), as compared to the 22.6% tumble of the Dow 
Jones industrial average on the New York Stock Exchange (NYSE) the 
day before. The coincidence of the two events was remarkable and “black 
Tuesday” will no doubt be long remembered. The stock market crash and 
the nomination of a new prime minister, however, were by no means the 
only important and memorable events of the year; there were others, many 
of which were in fact closely related to one or the other of the two front- 
page events. 


t 


The Last 300 Days of the Nakasone 
Government 


The State of the Economy 
The zaitech boom—another popular macaronicism derived from “high 
tech” and meaning playing the financial market—that began in early 1986 
lasted in 1987 until the “black Tuesday” in October, as the money supply 
continued to grow at a brisk pace while interest rates remained at record 
low levels. Not surprisingly, the boom set off widespread speculative 
transactions in stocks, real estate, and even country club memberships! In 
the twelve months from June 30, 1986, to July 1, 1987, land prices rose by 
about 10% nationwide and by 86% in Tokyo. By early 1987, the price of 
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a club membership had risen to 3.3 million yen (about $24,000 at the cur- 
rent exchange rate) at Koganei Country Club in Tokyo, and to more than 
one million yen ($7,000) at a dozen other country clubs around the coun- 
try. The TSE’s Nikkei index, which had cleared the 10,000 mark in Janu- 
ary 1984, hit 20,000 by January 30 and 24,000 by late April, before it 
suddenly fell by a record 3.4% (831 yen) on April 27. 

The state of the Japanese economy in the first ten months of 1987 thus 
had some disturbing resemblance to that on the eve of the 1973 oil crisis 
when an external supply shock ignited an existing excess stock of liquidity 
into a galloping inflation and widespread panic. This time, however, the 
buying frenzy in the stock and real estate markets was accompanied 
neither by significant rises in wholesale or retail prices nor by inflationary 
wage increases. In the year’s “spring offensive” wage negotiations, unions 
nationwide won a nominal 3.5% hike on average, the lowest since the 
Ministry of Labor began collecting and publishing relevant data in 1956. 
Thanks to the even lower inflation rate, this modest rate nonetheless trans- 
lated into the highest real rate of increase since 1975. 

The price and wage stability was a reflection of the continuing sluggish 
state of the economy caught in a yen-daka fukyo (high yen slump). At the 
end of May, unemployment peaked at a record high 3.2% for all industries 
and at considerably higher levels in many export-dependent industries 
such as textiles, automobiles, and shipbuilding. At the end of June, the 
1,000th corporate bankruptcy directly attributable to the yen-daka prob- 
lem was reported. By late August, a number of key economic indicators, 
notably the pace of plant and equipment investment, began at long last to 
show enough signs of recovery to lead both the Economic Planning 
Agency (EPA) and the Bank of Japan (BOJ) to pronounce the two-year- 
old slump over. But the optimistic mood was suddenly and severely 
shaken in mid-October by the stock market collapse, which, combined 
with the effects of a continuing rise in the yen’s value against the dollar, 
ushered in a new period of uncertainty and questioning. 

The continuing zaitech boom notwithstanding, the prevalent mood 
among Japanese businesses and consumers during the last months of the 
Nakasone government was thus anything but upbeat. It was in fact the 
kind of mood that would have made any incumbent politician nervous. 
But the state of the domestic economy was neither the only policy issue 
nor even the most important one; Nakasone and his cabinet were preoccu- 
pied with a number of other pressing issues as well. 
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Foreign Policy 

Nakasone continued to give high priority to foreign policy issues. Apart 
from his repeated calls for the “internationalization” of Japan, he kept 
pressing specifically for the stabilization and consolidation of American- 
Japanese relations on the one hand, and for improvement in Japanese- 
Soviet relations on the other, including Nakasone-Gorbachev summitry in 
Tokyo. As had so often happened in the past, however, these two goals 
proved very difficult to reconcile with each other. In late summer, in the 
wake of a Washington-Tokyo fracas over the sale of strategically sensitive 
machinery to the Soviet Union by a subsidiary of a major Japanese manu- 
facturer, Gorbachev’s government ordered a Japanese diplomat and a Mit- 
subishi representative in Moscow to leave the country, and Nakasone 
retaliated by expelling a Soviet trade representative from Tokyo. The de- 
velopment turned Tokyo-Moscow relations chillier, and the prospects of a 
summit meeting dimmed. 

The Nakasone government also had trouble with the Chinese over the 
ownership of an old student dormitory in Kyoto. Angered by rulings by a 
Kyoto district court in February 1986 and an Osaka high court in Febru- 
ary 1987 upholding Taiwan’s claim to ownership of the facility, which had 
been purchased in 1952 by the Taiwan government but had been occupied 
by pro-Beijing Chinese students since 1967, Deng Xiaoping began in May 
to attack the Japanese government for allegedly promoting militarism. 
Despite the latter’s plea that the constitutional principle guaranteeing the 
independence of the judiciary prevented the Nakasone government from 
intervening in the legal case on Chinas behalf, Beijing’s anti- 
Japanese campaign continued until late October when the Chinese ambas- 
sador in Tokyo at last accepted the Japanese position and began to move to 
defuse the contentious issue. 

If the political issues that strained Japan’s relations with its two Com- 
munist neighbors were typical, so were the trade issues that complicated 
Japan’s relations with many others. South Korea continued to press, 
largely in vain, for greater access of its exports to Japanese markets and a 
reduction of its large bilateral trade deficit. So did the European Eco- 
nomic Community (EEC), with somewhat more tangible results. At the 
end of September, its representatives won from Ministry of International 
Trade and Industry (MITTI negotiators a commitment to reduce tariffs on, 
and/or enlarge import quotas for EEC-originated fur and leather goods in 
return for EEC agreement not to raise tariffs on Japanese electronic prod- 
ucts. 

By far the most important, wide-ranging, and complicated issues, how- 
ever, remained those in Japanese-American relations. To the list of old 
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and festering trade disputes, some new ones were added. In March, for 
example, both houses of the U.S. Congress passed by unanimous vote a 
resolution to request the President to take retaliatory actions against Japa- 
nese semiconductor makers for their continuing dumping practices in third 
country markets in violation of an agreement concluded by the two gov- 
ernments in September 1986. To the great dismay and mortification of the 
Japanese government and industry, this led within a month to the imposi- 
tion of 100% punitive tariffs on several types of Japanese personal com- 
puters, color television sets, and power hand tools. 

This was soon followed by a renewed American demand that Japan 
open its agricultural markets wider to foreign imports, including rice, and 
then by the disclosure of Toshiba Machine’s export to the Soviet Union, in 
violation of the Coordinating Committee on Export Control (COCOM) 
rules, of several milling machines that had allegedly been used by the So- 
viet arms industry to produce super-quiet submarine screws. On agricul- 
tural imports, particularly on the rice issue, Tokyo refused to yield to the 
American pressure. On the Toshiba/COCOM matter, however, the Japa- 
nese reaction was far more accommodating. First, MITI promptly or- 
dered Toshiba to suspend all exports to the Soviet Union and Eastern 
Europe for one year; second, Toshiba’s top executive officer resigned; and 
third, the Nakasone government proceeded to revise the Foreign Exchange 
and Trade Control Law to prevent a recurrence of similar incidents in the 
future. These moves, however, were not made without considerable do- 
mestic opposition; not only the Japan Socialist Party (JSP) and Japan 
Communist Party (JCP) but also many Liberal Democratic Party (LDP) 
leaders, including the MITI minister and the chief cabinet secretary, raised 
strong objections to Nakasone’s readiness to yield to Washington’s “unrea- 
sonable” demands. 

The Nakasone government also abandoned in March, under persistent 
foreign pressure, its long-standing policy to enforce “minus ceilings” (i.e., 
cutbacks) in the annual budgets of all government ministries and agencies 
except Defense, a policy that the prime minister had long insisted was es- 
sential for freeing the government from its chronic and dangerous depen- 
dence on government bonds for financing annual budget deficits. That 
policy was now replaced by a new one aimed at stimulating domestic de- 
mand by all available fiscal and monetary means. The “New Maekawa 
Report,” made public in April by a subcommittee of EPA’s Economic 
Council, took the same tack and repeated the plea made in the group’s 
original report of a year earlier for promptly liberalizing and international- 
izing the Japanese economy and economic practices. 
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Even on the issue of agricultural imports, on which Tokyo maintained a 
facade of unshakable determination to stick to the status quo, foreign pres- 
sure was unmistakably felt within the Japanese establishment. In January 
the leading big business organization, the Federation of Economic Organi- 
zations (Keidanren), made public its view that the Food Control System, 
which provides protection and subsidies to rice farmers, should be re- 
formed, if not abolished, and the importation of foreign rice permitted 
within the next five years. Even more significantly, in its 1987 white paper 
the Ministry of Agriculture, Forestry and Fisheries (MAFF) for the first 
time publicly admitted the need to permit foreign agricultural products to 
enter Japanese markets more freely. 

In many ways even more significant than these concessions on economic 
issues were those made on defense policy matters. In January the 
Nakasone cabinet officially decided to scrap the policy in effect since 1976 
to limit annual defense spending to less than 1% of gross national product, 
a move long desired by Washington but opposed by the majority of Japa- 
nese.! In August the cabinet officially committed Japan to participation in 
the controversial Strategic Defense Initiative (SDI). And in September the 
cabinet killed the plan to let Japan’s own aerospace industry independently 
design and produce the next generation of fighter-bombers (code-named 
FSX for Fighter Support X) for its Air Self Defense Force (ASDF) in 
favor of a pian to use a modified version of General Dynamics’s F-16 to be 
developed jointly by engineers from both countries. The net effect of these 
actions and of other related developments—e.g., the agreement reached in 
January at the annual consultation between defense policy specialists of 
the two nations on a joint study of the “interoperability” problem—was to 
advance Japanese-American defense cooperation even in the face of the 
pestering economic disputes. 


Domestic Policy Issues 
Among economic issues, two assumed especially great domestic political 
saliency on their own without any apparent foreign pressure. One was 
land prices that had begun to rise sharply in 1986 and became a hot polit- 
ical issue in 1987. As the prices of both residential and commercial lots in 
the major cities, especially in Tokyo, skyrocketed, so did the fixed asset 


1. In its decision of January 24, the cabinet allocated 18,400 billion yen for defense spend- 
ing in the period 1986-90. This would raise the annual defense budget to 1.038% of GNP on 
average, if GNP continued to grow at the 1986 rate. The decision was opposed by all the 
opposition parties except the Democratic Socialists and 77% of the respondents in a public 
opinion poll taken shortly thereafter. See Yomiuri Shimbun, January 25, 1987; Mainichi 
Shimbun, February 25, 1987. he 
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and inheritance taxes based on the annually adjusted and assessed market 
values of those lots. This made it increasingly difficult not only for chil- 
dren to inherit their parents’ residential property in urban areas but also 
for small businesses to continue to rent commercial property, not to men- 
tion purchase new property for expansion. The seriousness of the issue led 
Nakasone’s highly visible advisory group, the Provisional Council for the 
Promotion of Administrative Reform, to recommend in October more 
strict enforcement of relevant provisions of existing land-related laws in 
order to discourage speculative land transactions and, it was hoped, slow 
down the phenomenal rise in real estate prices. Three opposition parties— 
the JSP, the Democratic Socialist Party (DSP), and the Clean Government 
Party (CGP or Komeito)—went further and demanded the convening of 
an emergency Diet session to deal exclusively with this single issue. 

The other important domestic issue was the proposed reform of the tax 
system, which Nakasone had been energetically pushing ever since he 
came to power in 1982. This was a ripe political issue in the sense that 
there was widespread public feeling that the existing system was unfair and 
inequitable and that it should be changed. A May 1986 Asahi Shimbun 
poll had found 71% of the respondents sharing such a feeling, and that 
percentage had increased to 77% by May 1987. The issue, however, was 
extremely complex and multifaceted, and unfortunately for Nakasone the 
public and media focused their attention on two specific measures pro- 
posed to increase government revenues: the introduction of a sales tax and 
the abolition of the so-called maruyu system, that is, a general tax exemp- 
tion allowed for interest earned on small savings of less than three million 
yen (about $22,000). 

Both measures were fiercely opposed, not only by the opposition parties 
and labor unions but also by virtually the entire wholesale and retail indus- 
try, particularly small businesses; by many prefectural and local govern- 
ments; and increasingly by a significant minority of LDP leaders. By the 
end of January the opponents had formed broad-based nationwide coali- 
tions. In a Mainichi Shimbun poll taken in late February, 80% of the 
respondents were opposed to the sales tax and 84% to the abolition of the 
maruyu exemptions, while 67% charged that Nakasone was reneging on 
his own promise made during the 1986 Diet election campaign not to in- 
troduce a “large-scale indirect tax.” As opposition to the two tax bills 
continued to grow, Nakasone’s popularity plummeted, not only among the 
general public but also within the LDP, even while it remained high 
abroad. By late April about one-third of LDP Diet members had signed a 
petition demanding withdrawal of the bills. Finally, Nakasone yielded to 
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the mounting pressure and let the sales tax and maruyu bills die, at least 
temporarily. 

In early March, amidst the charges and countercharges flying between 
the supporters and opponents of Nakasone’s tax reform initiatives, an 
LDP candidate in a House of Councillors by-election was roundly defeated 
by his JSP opponent, a consequence the press uniformly attributed to the 
tax issue. The event presaged the results of the prefectural and local elec- 
tions that followed a month later. 


A Shifting Balance of Power: The 

Socialists and Labor Movement 

Realignment 
Since Doi Takako was elected the JSP’s first chairwoman—and the first 
woman leader of any political party in Japanese history—in September 
1986, some notable changes have taken place, not only in the largest oppo- 
sition party itself but also in its lesser rivals, the DSP and Komeito and, 
most significantly, in the labor organizations allied with the two socialist 
parties. 

In her speech before the annual JSP national convention in January, Doi 
laid out the new party line clearly aimed at broadening the party’s support 
base beyond its traditional ally, Sohyo (the General Council of Japanese 
Trade Unions). She called specifically for closer cooperation with citizens’ 
groups and movements and for greater political participation and involve- 
ment of women. Unlike most of the “policies” enunciated by the party in 
the past, Doi’s have proved to be much more than merely rhetorical slo- 
gans. The JSP annual convention itself granted to its women delegates a 
visibility and presence unprecedented in the party’s history, or that of any 
other Japanese party for that matter. There were about five times as many 
women delegates present as at any previous JSP convention, and two of 
the convention’s rotating chairpersons were women. 

Doi’s JSP has also begun a significant shift in its conventional position 
on a number of critical policy issues, including relations with South Korea, 
development of nuclear energy, the status of the Self Defense Forces 
(SDF), and, above all, the U.S.-Japan Mutual Security Treaty. According 
to its new policy statement, entitled “Another Japan and the World” and 
published in early September, the JSP no longer demanded either the im- 
mediate abolition of the SDF or the repeal of the military alliance treaty, 
although it continued to insist on keeping the SDF’s role strictly defensive 
and the level of annual defense spending below 1% of the GNP, while 
striving to turn the mutual security treaty into a friendship treaty by the 
year 2000. Most interesting, the document highlighted the importance of 
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improving, rather than weakening, U.S.-Japanese relations, and in a clear 
and dramatic departure from the party’s well-established convention, Doi 
visited Washington in early October before going to Moscow and Beijing, 
and met Secretary of State George Shultz and other administration lead- 
ers. 

In the meantime, other opposition parties have made some significant, if 
hardly dramatic, moves toward closer cooperation with the JSP. In June, 
for example, it was reported that since mid-May a former DSP chairman, 
Kasuga Ikko, and a former JSP secretary-general, Tanabe Makoto, had 
met secretly on several occasions to discuss closer cooperation between the 
two parties. About the same time, CGP leaders discussed policy coordina- 
tion with their JSP counterparts for the first time in two years, and they 
cosponsored joint policy seminar sessions with the DSP for local leaders of 
the two parties. Both the CGP and the DSP had thus clearly begun to 
move away from the LDP and toward the JSP and, more importantly, 
toward a possible three-party coalition. 

Behind these intriguing moves among the opposition parties were 
equally intriguing developments among labor organizations. The Japanese 
Private Sector Trade Union Confederation (Zenminrokyo or Rengo for 
Zen nihon minkan rodokumiai rengokai ), formed in January 1982 with an 
initial membership of about 4.3 million, has grown steadily and became by 
early 1987 Japan’s largest trade union central with 5.1 million members. 
Meanwhile, the JSP’s traditional ally, Sohyo, and the DSP’s ally, Domei, 
both suffered substantial membership losses. Under such circumstances, 
the Domei leadership decided in January 1987 to disband Domei and join 
Zenminrokyo by November. This decision was bound to have a far-reach- 
ing impact on the DSP, 85% of whose 89,000 or so current members were 
affiliated with Domei unions. The party would lose its only dependable 
source of electoral, financial, and political support and be forced to seek an 
alternative base. Even more significant was Sohyo’s decision in July to 
disband itself and join Zenminrokyo by 1990. This meant that the JSP was 
essentially in the same position as the DSP, namely, having to begin look- 
ing for an alternative base of support for survival. 

These developments have laid the foundation for the formation within 
the next few years of a unified national labor central with a membership of 
well over 10 million, as well as, potentially, a reunified socialist party, pos- 
sibly with close, albeit informal organizational and policy ties with the 
CGP. If such a labor organization and such a socialist party should mate- 
rialize, and if the shifts in the JSP’s policy orientation and organizational 
strategies noted earlier are as significant as I believe them to be, then the 
now-familiar lopsided balance of power and terms of competition between 
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the LDP and the opposition may well be significantly altered over the next 
few years. Thus, for the first time since 1955, some visible signs have ap- 
peared of significant structural change in Japanese politics. 


Shifting Public Opinion and the Results of 

Prefectural and Local Elections 
Until late 1986, Nakasone and his cabinets enjoyed remarkably high and 
consistent levels of popularity among the Japanese electorate. Between 
September 1984 and August 1986, one public opinion poll after another 
showed that roughly half of the respondents supported the current cabinet. 
In late 1986, however, the level of support for the Nakasone government 
began suddenly and sharply to fall: in the periodic Asahi Shimbun polls, 
for example, it fell from 48% in August 1986, to 42% in October, 39% in 
December, and finally, to 24% in March 1987. In the March poll a major- 
ity of 56%, or more than twice the number of supporters, opposed the 
Nakasone cabinet.2 The two most important factors responsible for 
Nakasone’s unpopularity were his positions on the sales tax and defense 
spending issues, according to a January Yomiuri Shimbun survey. 

The results of the quadrennial prefectural and local elections held in 
April demonstrated the potency of the public dissatisfaction on these is- 
sues. In the prefectural assembly contests in 44 of the 47 prefectures and 
city assembly contests in nine major cities in the first wave of the synchro- 
nized local elections, the LDP lost 7.7% of the seats it had won four years 
earlier. In city assembly elections in 387 smaller cities in the second wave 
two weeks later, the LDP lost 18.5% of the seats it had won in 1983. The 
conservatives’ losses in the first wave were divided among all four major 
opposition parties, a lion’s share going, however, to the JSP; in the second 
wave, the JSP and the DSP both lost some seats, while the CGF and the 
JCP both made substantial gains. A Yomiuri Shimbun poll taken about 
two weeks after the elections revealed that the sales tax issue was the single 
most important factor in the defection of traditional LDP supporters to 
the opposition camp. The long-term significance of the LDP’s losses and 
the opposition’s gains, therefore, should not be exaggerated. Nonetheless, 
the opposition’s strong showing was clearly not unrelated to the changes in 
its policies and strategies. 

One highly speculative yet suggestive piece of evidence of such a connec- 
tion is the sudden and conspicuous increase in political funds collected by 


2. The results of polls taken by other national dailies, as well as those by professional 
pollsters, agreed with the Asahi results. See Mainichi Shimbun, February 23, April 1, 1987; 
Yomiuri Shimbun, February 26, April 6, June 1, 1987; Tokyo Shimbun, March 28, 1987. 
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the two socialist parties in the 1986-87 fiscal year (April 1, 1986—-March 
31, 1987). While the JCP and the LDP, traditionally the two most suc- 
cessful fundraisers, recorded increases of 9.2% and 8.4%, respectively, 
over the year before, the DSP, the CGP, and the JSP raised, respectively, 
92.6%, 30.5%, and 28.6% more than in the previous year. Another, and 
less speculative piece of evidence is the equally sudden and conspicuous 
increase in the number of women JSP candidates elected to prefectural and 
local assemblies. Of the 52 winning women candidates in the April 1987 
elections (as compared to 30 in 1983), 23 belonged to the JCP, 20 to the 
JSP, 3 to the CGP, and one each to the LDP and the DSP. These numbers 
represent gains of 11 and 9 seats, respectively, for the JSP and the JCP, 
losses of 2 and 1, respectively, for the LDP and the CGP, and neither a 
gain nor a loss for the DSP. The biggest winner was clearly the JSP under 
its new leadership, and the biggest loser was the LDP under Nakasone’s. 
More important in the long run, whichever party succeeds in tapping the 
potential political power of women voters is likely to reap handsome re- 
wards in Japan’s future elections. In 1987 the JSP seemed far more likely 
than the LDP to be the party to do it. 


The Selection of a New Prime Minister 

Half a year after the prefectural and local elections, the LDP chose 
Nakasone’s successor. The choice was made after a series of complicated 
maneuvers and counter-maneuvers among initially four end finally three 
aspirants and their factional followers. By convention the LDP always 
picks a new president from among the leaders of its several well-estab- 
lished factions and, axiomatically, the leaders of the largest factions enjoy 
substantial advantage. Following the 1986 double Diet elections, the 
Tanaka faction, still nominally led by the legally embattled and physically 
crippled former prime minister, remained by far the largest of the five fac- 
tions and was therefore bound to play the pivotal role in the selection of 
Nakasone’s successor. Moreover, having tolerated a rotation of the prime 
ministership among its four lesser rivals for thirteen long years since 
Tanaka gave up the post in 1974, the premier faction was determined to 
reclaim it this time around. 

Opinion within the faction, however, had been sharply divided over who 
should run as its official candidate. A popular “consensus man” among 
the faction’s elder statesmen, Takeshita Noboru, had set up an intrafaction 
group innocuously named Society for Creative Politics (Soseikai) in Feb- 
ruary 1985, obviously in a move to build an independent factional base for 
his prospective bid to succeed Nakasone. But this faction within a faction 
was dissolved in April 1986 before that year’s double Diet elections, and 
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the Tanaka faction had since been operating under collective leadership. 
In this rather complicated system, the faction’s eldest member and 
Takeshita’s long-standing adversary, Nikaido Susumu, served as chairman 
of the faction’s general assembly, while a Takeshita loyalist, Obuchi Keizo, 
chaired its board of directors. Two of the three bureaus in the faction’s 
secretariat were headed by Takeshita followers and one by a Nikaido sup- 
porter. In mid-May Nikaido abruptly declared himself a candidate in the 
upcoming succession race, triggering a formal split in the faction. In the 
following month and a half, Takeshita managed to woo 113 of the 142 
faction members to set up his own new faction, leaving Nikaido with only 
a handful. 

In the meantime, leaders of the second-ranking Miyazawa and the third- 
ranking Abe faction in the LDP both entered the succession race, making 
it a four-cornered contest likely to end in a party-wide primary, as stipu- 
lated in the LDP Rules on the Election of the President. Few, however, 
looked forward to that prospect in light of an unfortunate precedent. The 
first LDP primary held in 1978 pitted the incumbent Fukuda Takeo 
against challenger Ohira Masayoshi, ended in the latter’s victory, and then 
was followed by protracted personal and factional animosity between the 
two candidates still remembered as the “40-day War.” The unwanted 
election was avoided by Nikaido’s withdrawal from the race in early Octo- 
ber, no doubt prompted by his inability to win endorsement of his candi- 
dacy from at least fifty LDP Diet members as required by the party rules.? 

Once it was decided to dispense with a party primary, Takeshita, who 
led the largest faction and therefore would control the largest single bloc of 
votes in a runoff election, had an obvious advantage over his two rivals. 
This advantage was significantly enhanced by an agreement between 
Takeshita and Abe not to permit members of their respective factions to 
vote for Miyazawa in a runoff election, an agreement that effectively 
spoiled whatever slight chances of victory Miyazawa may have had and 
turned the contest into a curious race between the two allied candidates. 
After they failed to choose one of themselves through direct one-on-one 
negotiation, they took the matter to Nakasone who then proceeded to an- 
nounce, in the small hours of “black Tuesday,” October 20, the unavoid- 
able decision. A new LDP president, soon to be the new prime minister, 
was thus born a few hours before stock prices began to take a sharp tum- 


3. A Kyodo News Service poll taken around that time showed that Nikaido also had the 
support of only about 8% of the nearly 1.7 million registered LDP members, as compared to 
Takeshita’s 30%, Abe's 28%, and Miyazawa’s 23%. See The Japan Times, overseas weekly 
edition, October 17, 1987. 
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ble, first in New York, then in Tokyo and other stock exchanges around 
the world. 

It is too early to evaluate the performance of the new prime minister and 
his cabinet. But, as a self-proclaimed “consensus man,” Takeshita is un- 
likely to take as bold and innovative personal initiatives on the policy front 
or to indulge in as grandiose rhetorical flourishes as did Nakasone. On the 
other hand, Takeshita’s horse-trader style and approach may prove more 
effective than Nakasone’s in fostering consensus within, and moving for- 
ward both the LDP and the bureaucracy on major policy issues. What is 
reasonably certain at this point is that his government will have to begin to 
deal with several pressing issues that its predecessor had neither the time 
nor the political energy left to address in its final days—such as urban land 
prices, housing, and health care costs—even while following the broad pol- 
icy lines laid down by Nakasone on many other issues, such as tax reform, 
educational reform, defense spending, and trade liberalization. 

Takeshita is unlikely to pursue Nakasone’s well-publicized plan to un- 
dertake a “comprehensive settlement of accounts for postwar politics,” 
that is, a reexamination and possible revision of the institutions and prac- 
tices introduced by the Allied Occupation authorities in the wake of World 
War II and subsequently retained more or less intact by a succession of 
Japanese governments. This is partly because the plan has been extremely 
controversial and is clearly against the grain of a “consensus man,” and 
partly because Takeshita probably expects his prime ministerial tenure to 
be only one two-year term, obviously too short a time to undertake the 
ambitious and controversial project. If, in fact, he has such an expectation 
about the length of his tenure, he may well be realistic; the norms of fac- 
tion politics and succession games in the LDP suggest that, after two years 
of service, he will yield his office to his recent rival/ally, Abe, whom he has 
now appointed successor to himself, the new LDP secretary-general.* 


4. For relevant arguments and data, see Haruhiro Fukui, “The Liberal Democratic Party 
Revisited: Continuity and Change in the Party’s Structure and Performance,” The Journal of 
Japanese Studies, 10:2 (Summer 1984), pp. 385-435. 
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China’s bolder reformers found themselves on a roller 
coaster ride in 1987. Taken together, the startling events of mid-Janu- 
ary—the forced resignation of Party General Secretary and heir apparent 
Hu Yaobang; the choice of Premier Zhao Ziyang to assume party leader- 
ship in addition to his state functions; the return to direct political influ- 
ence of senior leaders who had previously been eased out; and the ensuing 
campaign against “bourgeois liberalization”—dramatically appeared to 
negate Deng Xiaoping’s painstaking efforts over the prior seven years. 
Suddenly, even the pretense of unity and stability—the sine qua non of any 
coherent, sustained reform program—had been abandoned. Fundamental 
questions of orderly succession, party and government separation, rejuve- 
nation of the cadre force, and ideological direction forced their way onto 
the immediate political agenda. Following several months of successful 
damage limitation, party/state leader Zhao and the bolder reformers be- 
gan to regain forward momentum by May, culminating in late October 
with the long-awaited Thirteenth Party Congress. Ideologically, the Con- 
gress endorsed a program favorable to reform goals. The impact of the 
changes in personnel remains less clear although, given the gloomy prog- 
nosis in the first quarter of the year, even here the reformers fared well. 


Politics Prior to the Party Congress 
The year began ominously when several thousand Beijing students and 
their supporters assembled in Tiananmen Square on January 1, despite a 
ban on unauthorized demonstrations and stern warnings in the official 
press. By early January, the wave of student protests that had begun on 
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December 5 in Hefei had run their course; their immediate legacy, how- 
ever, was a conservative, antireform backlash. Seen by many as a manifes- 
tation of “bourgeois liberalization,” a problem that senior party leaders 
had long warned against, the impact of the demonstrations was brought 
home in startling fashion with the forced resignation of Hu Yaobang on 
January 16. Well aware of the uncertainty and speculation this decision 
would cause at home and abroad, Deng authorized disclosure of the con- 
tents of the first three Central Documents of 1987 to reporters from the 
Washington Post, Agence France-Presse, and Kyodo news agency. The 
documents were meant to present a politically conservative Deng very 
much in command, setting rather than responding to the agenda of party 
hardliners. Document No. 2 revealed a Deng warning against the dangers 
of bourgeois liberalization as early as the September 1986 plenum. Docu- 
ment No. 1 had Deng giving instructions to his leading subordinates on 
December 30—in the wake of the student unrest—that advised Commu- 
nist party officials to shun American-style democracy and follow Poland’s 
example in suppressing its political opposition. Moreover, Deng noted 
that the crackdown on intellectual dissent would not damage China’s ex- 
ternal image; foreigners were said to be more concerned with stability in 
China than human rights. With this in mind, he called for the expulsion 
from the party of well-known and highly regarded intellectuals who had 
“behaved badly,” specifically naming astrophysicist Fang Lizhi, who had 
spent the fall and winter of 1986 addressing student bodies at some of 
China’s most elite institutions, telling them that “complete Westernization 
is the only way to modernize,” urging students to “explore and make use 
of their rights,” ridiculing leading conservative party members by name, 
and virtually equating the sacrosanct Four Basic Principles with supersti- 
tion.! Others singled out by Deng and dismissed from the party were 
writer-journalist Liu Binyan and writer Wang Ruowang. 

Document No. 3, based on a speech by Central Advisory Commission 
Vice-Chairman Bo Yibo at the enlarged meeting of the Politburo on Janu- 
ary 16, cited six major mistakes of Hu Yaobang. Significantly, he was 
accused of errors that were both ideological (encouraging bourgeois liber- 
alization; struggling only against leftist, not rightist ideas) and economic 
(promoting dangerously high growth rates and placing consumption ahead 
of production; causing serious economic imbalances). 

The January 16 Politburo meeting that decided Hu’s fate was attended 
by 17 members of the Central Advisory Commission and other leading 
officials, all of whom, in apparent violation of the party constitution, were 
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allowed to vote. The reversion to ad hoc reliance on senior cadres (Bo 
Yibo and Wang Zhen had played major roles at the meeting) over legal 
procedures, combined with the sweeping indictment of party policy on ide- 
ology and economics, raised serious questions that went well beyond Hu’s 
dismissal. The entire reform program seemed to hang in the balance. In- 
deed, the rhetoric in the press in late January suggested an imminent tight- 
ening of ideological control, deeper purges of liberal intellectuals, a 
reimposition of central planning in industry, and a slowdown in enterprise 
reform. 

Reaction outside China to Hu’s removal and the intellectual crackdown 
was swift. In the United States, more than 2,000 Chinese nationals study- 
ing at American colleges and universities endorsed an open letter of con- 
_cern over the prospects for political and economic reform, and expressed a 
fear that the “ruthless struggle and merciless criticism” reminiscent of the 
Cultural Revolution was returning. The willingness of 700 students to 
sign their names to the open letter added considerable weight since Chi- 
nese authorities, fearing a brain drain, had for several years been wooing 
apprehensive students to return. Prominent overseas Chinese intellectuals 
and foreign China specialists sent similar letters. Despite Deng’s earlier 
assurances, there was clearly skepticism inside and outside China that the 
events of January could be separated from policy stability. 

At the risk of oversimplification, the entire period from late January 
until the end of April can be seen in terms of Zhao Ziyang’s attempts to 
prevent the conservative backlash from encroaching upon the economic 
reforms or rooting out key reformers. Beginning with a speech on January 
29, Zhao, who had been “unanimously elected” acting general secretary at 
the same meeting that dismissed Hu, sought to delimit the campaign 
against bourgeois liberalization. In early February, three more Central 
Documents, ali reflecting Zhao’s moderation, were issued. The struggle 
was not to take the form of a political movement nor be carried out in the 
rural areas, and it was to be conducted mainly through propaganda meas- 
ures. From the other side of the political spectrum, Wang Zhen claimed 
that the Chinese Communist Party was plagued by weakness and confu- 
sion in the political and ideological fields and was now more divided than 
at any time in the past eight years. 

Deng Xiaoping’s role at this time merely added to the uncertainty. Af- 
ter a month of silence, Deng’s speech at the crucial enlarged Central Com- 
mittee work conference of January 1962 was published for the first time 
without explanation on February 16. Calling for a restoration of the party 
tradition of democratic centralism, the relevance of the speech to current 
struggles was baffling and gave rise to a variety of possible interpretations, 
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even by Chinese officials. One likely interpretation—that Deng was mak- 
ing a self-criticism for his appointment of Hu Yaobang—gained credence 
when party elders suggested that at least some of the semiretired veteran 
cadres would return to official top leadership positions at the Thirteenth 
Party Congress; this was further reinforced with the alleged appointment 
of Bo Yibo, Wang Zhen, and Song Rengiong—the three vice-chairmen of 
the Central Advisory Commission—to oversee personnel changes at the 
Congress. 

The National People’s Congress, which met from March 25 to April 11, 
was designed to present a “unified” leadership; at best, however, it re- 
vealed a series of compromises between the party’s reformist and conserva- 
tive wings, with highly visible cracks in the edifice. Hu Yaobang made his 
first appearance since January at the opening session, and the redoubtable 
and increasingly visible Peng Zhen declared at a wide-ranging press con- 
ference that the party had no “reformers” and “conservatives,” but “only 
one faction, the Marxists.” But Premier Zhao’s government work report 
gave some indication of the different emphases within the “Marxist” fac- 
tion, stating: “We must take note of the fact that some people favoring 
reform and the open policy are not clear-headed enough, and that others 
who stress adherence to the Four Basic Principles are not mentally eman- 
cipated enough.” The major components of the economic reform program 
were to be continued, although new and/or controversial initiatives were 
avoided; thus, the expected consideration of enterprise management and 
financial reforms was called off. At the same time, the campaign against 
bourgeois liberalization was endorsed, and the Four Basic Principles be- 
came the “central task in the political/ideological sphere.’ 

Indeed, China’s ideological conservatives had been making impressive 
gains since Deng’s December 30 speech. At the end of January the deputy 
chief editor of Red Flag, Wang Renzhi, became director of the Propaganda 
Department of the Central Committee, replacing Hu Yaobang’s ally, Zhu 
Houze, who was suspended from office at the end of December. Uncon- 
firmed reports noted that Deng Liqun, former head of Propaganda and a 
member of the Central Secretariat, was guiding a working group drafting 
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an “ideological document” for endorsement at the Party Congress.* A 
cabinet-level media and publications office was created to monitor China’s 
1,574 newspapers, 5,420 periodicals, and 446 publishing houses. Under a 
set of new internal rules—all the more chilling because they were passed 
on to Chinese journalists through “discussions and studies” rather than in 
writing—‘‘sensitive” issues (e.g., political reform and controversial finan- 
cial reforms) were not to be discussed in the mass media. From March to 
September, 594 newspapers and journals (11.2% of those ‘“examined’’) 
were compelled to cease publication. Authorities argued, however, that 
only 37 of these were closed down because their “artistic style and quality 
were bad” and they “violated propaganda discipline.” Five of them— 
mostly in Shenzhen and Shanghai—were ordered to halt circulation be- 
cause they “propagated bourgeois liberalization and committed other seri- 
ous mistakes.”° 

The conservative backlash probed the weakest link of the reformers— 
literature and art. A key strategy meeting with 120 participants was held 
from April 6-12 in Zhuozhou, Hebei province, with the major policy 
guidelines provided by Xiong Fu, editor-in-chief of Red Flag, and He 
Jingzhi, deputy director of the Central Committee’s Propaganda Depart- 
ment. Given the tight delegate selection process, it is not surprising that 
“all comrades participating in the forum held that. . . over the past few 
years, the ideological trend of bourgeois liberalization ran wild in literature 
and art.” These critical views were broadened to include theoretical writ- 
ings in a variety of fields in a forum for universities and colleges held from 
April 27-29.° 

The tide began to turn for the reformers at the end of April; once again, 
it was Deng Xiaoping who initiated the shift. In the first of a series of 
comments over the next few months to foreign visitors, he told a Spanish 
politician that a “leftist” tendency in the party was jeopardizing China’s 
economic reforms. Deng’s remarks were then circulated within the party. 
Over the next few weeks, with Deng’s blessings, Zhao Ziyang delivered a 
series of speeches. The first speech, on May 13, was the most important; 
the following day it was disseminated to the lower levels as Central Docu- 
ment No. 16, and People’s Daily issued two editorials to publicize the con- 
tents. 
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In his talk, which was immediately followed by an enlarged meeting of 
the Politburo, Zhao dealt decisively with two key issues dividing the Chi- 
nese leadership. First, he refuted those who argued that the struggle 
against bourgeois liberalization had been carried out superficially, and that 
to wage it in depth it had to be extended from the political and ideological 
spheres to the economic sphere. Rather, he argued that the campaign had 
already shown “remarkable success” in curbing such liberalization; what 
was needed was “positive education” over the next several decades. Sec- 
ond, he refuted those who saw the main source of bourgeois liberalization 
as a product of the “open policy” and the economic reforms. He specifi- 
cally dismissed the sardonic query—widely attributed to Deng Liqun— 
which asked whether it was true that people who criticize capitalism are 
themselves harshly criticized, while those who actually pursue capitalism 
(i.e. urban and rural individual economy, privately-run businesses, Sino- 
foreign joint ventures, and enterprises wholly run by foreign capital) come 
to no harm. 

Although Zhao’s speech was not published in full until July 8, it imme- 
diately forced his conservative critics onto the defensive. The backstage 
support of Deng Xiaoping cannot be overemphasized. In addition to his 
detailed instructions to reformers like Zhao and Wan Li, he held a series of 
separate talks beginning in mid-May with Zhao’s potential opponents, in- 
cluding Peng Zhen, Bo Yibo, and Wang Zhen. 

Given the attention devoted to the political maneuvering in preparation 
for the Congress, Bo Yibo’s May 26 report summing up the 3 1/2-year 
nationwide party rectification received relatively little publicity. Hong 
Kong’s China watchers tended to dismiss the entire campaign as of little 
consequence in cleaning up party abuses; indeed, fewer than 34,000 mem- 
bers were expelled (less than 0.1%). 

Having launched his counterattack, Zhao set off for Eastern Europe on 
June 4, returning on the 21st. He left the country in good reformist hands, 
however; Wan Li was made acting premier and Hu Qili was in charge of 
party affairs. Moreover, the reformers made further gains with the estab- 
lishment of an ad hoc group to draw up a plan for political reform, now 
listed as one of the central tasks of the Congress. The group included 
Zhao Ziyang, Wan Li, Hu Qili, Bo Yibo, and Yang Shangkun, permanent 
vice-chairman of the Central Military Commission (CMC). In mid-June, 
the press again started to take up the issue of political reform in earnest, 
although it took the July 1 republication of Deng’s August 1980 speech to 
rivet attention to the topic. Deng’s rather negative assessment of party 
performance repeated now so soon after completion of the rectification 
campaign tended to confirm the campaign’s failure. As if to corroborate 
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this interpretation, Bo Yibo (who led the campaign and is a member of the 
conservative camp) was widely quoted on July 2 as endorsing Deng’s call 
for “old comrades” to retire at the forthcoming Congress,. further noting 
that reforms would speed up after the Congress.’ 

In mid-July, China’s leaders made their annual pilgrimage to Beidathe 
to work out the key compromises for the Congress. Some of the tradeoffs 
being negotiated leaked out early. Five “liberal” intellectuals had been 
“advised” to leave the party for “promoting bourgeois liberalization” and 
“violating the party’s regulations.” According to Hong Kong sources, 
their names appeared on a “black list” of 20 officials submitted by con- 
servative party elders to Deng back in February. Since Zhao had taken no 
action, the elders resurrected the list, further warning Deng in a petition 
that students at major universities, with some faculty support, were “estab- 
lishing secret ties” in preparation for demonstrations at the Congress. In 
the debate that followed, the first sacrificial victims included outspoken 
playwright Wu Zuguang; former People’s Daily deputy editor Wang 
Ruoshui, best known as a major target of the anti-spiritual pollution cam- 
paign because of his theory that socialism can breed alienation just as capi- 
talism does; and Su Shaozhi, who was removed from his job as director of 
the Chinese Academy of Social Sciences’ Institute of Marxism-Leninism- 
Mao Zedong Thought, although he retained his party membership. 
Among others criticized at this time was Yan Jiaqi, Director of the Insti- 
tute of Political Science in the Chinese Academy of Social Sciences. Zhao 
Ziyang reportedly argued vigorously on behalf of Su and Yan, protesting 
that their pioneering work was essential to the reform effort.® 

The reformers balanced such losses with some gains in the propaganda 
field. A newly established “leadership group,” headed by Hu Qili, was 
made responsible for adapting propaganda work to the reforms. They 
could take comfort in the dismissal of Xiong Fu, editor-in-chief of Red 
Flag since 1978, allegedly for his efforts to purge liberals in artistic and 
literary circles. Reportedly, his patron, Deng Liqun, was also criticized at 
the Beidaihe meeting and relieved of his supervision of ideological works.? 

Amid preparations for the Congress, the Tibet Autonomous Region was 
rocked by the largest anti-Chinese disturbances since March 1959. There 
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were three demonstrations in Lhasa between September 27 and October 6, 
the most serious on October 1, China’s national day. Most reports put the 
number of dead at 14—five police officers and nine Tibetans—after the 
police opened fire on approximately 2,000 rioters in the center of the city. 
The riot grew out of a demonstration by about 35 monks in support of 
Tibetan demands for a return of independence. Later, five Western tour- 
ists and 15 journalists were expelled from the region. 


The Party Congress 

At the Thirteenth Congress of the Chinese Communist Party, October 25- 
November 1, an official ideological justification at long last was elaborated 
for the economic reforms; at the same time virtually all the survivors of the 
founding generation of veteran revolutionaries, including Deng Xiaoping, 
retired or moved to secondary posts. Zhao Ziyang was confirmed as party 
general secretary, and the new Politburo and its standing committee, 
although balanced between cautious and more thoroughgoing reformers, 
no longer contained open critics of reform. Considering the difficulties fac- 
ing the reformers from January through May, the outcome was particu- 
larly striking. 

Zhao’s 32,000-word report to the Congress noted that China was now in 
the “primary stage of socialism’”—which began following socialist trans- 
formation in the 1950s—and it would take at least 100 years to complete 
the process. During this stage, the expansion of the productive forces be- 
comes the most fundamental task. In discussing the more controversial 
aspects of economic reform, Zhao noted that such phenomena as “ex- 
panded markets for. . . funds, technology and labor service and the issu- 
ance of stocks and bonds” were “not peculiar to capitalism” and could be 
used by socialism. In addition, a separation between ownership and man- 
agement of state and collective assets was warranted. Indeed, bold initia- 
tives have already begun. For example, peasants who want to concentrate 
on more specialized farming, or who want to leave the land, are to be 
allowed to sublet their plot to another farmer. The transfer price is to be 
negotiated between the two. The only condition is that the official 
“owner” of the land, the village authority, be informed of the deal.!° 

In discussing ‘‘major defects” in the political system, Zhao suggested 
some specific proposals for separating the party from the government. 
Party committees were told that members who do not hold government 
positions should not be placed in charge of government operations. More- 
over, party cells which overlap government departments should be abol- 
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ished. He also called for the establishment of a civil service system based 
on merit. There would be a division between political civil servants, who 
would hold their jobs for specified periods, and professionals, who would 
gain permanent jobs by passing competitive examinations. 

The turnover in personnel was impressive. Half the Politburo and more 
than half the old Central Committee stepped down. Zhao Ziyang was the 
only holdover on the standing committee of the Politburo, which now in- 
cludes three vice-premiers (Li Peng, Qiao Shi and Yao Yilin) and Secreta- 
riat head Hu Qili. Most analysts link Zhao and Hu as the boldest of the 
reformers, with Li and Yao more cautious. The views of Qiao Shi, who 
also became head of the Central Discipline Inspection Commission, are 
less clear. His background is in party organizational work and security 
affairs. 

Interestingly, the new Politburo still included Hu Yaobang. Now re- 
duced from 20 to 17 members, the average age has dropped from 70 to 65. 
Nine of the ten Politburo members who resigned were elderly veteran lead- 
ers, with an average age of 78; they included conservatives Chen Yun, 
Peng Zhen, and Hu Qiaomu. Most surprising perhaps was the fate of 
Deng Liqun, who reportedly had been slated to enter the Politburo. How- 
ever, after failing to be elected in a preliminary vote for the Central Com- 
mittee (there were ten more candidates than places), he stood instead for a 
seat on the Central Advisory Commission (where the number of candi- 
dates equalled the number of positions). Even here his vote total was the 
lowest. On the other hand, it should be noted that the most influential 
elders have not quite disappeared. Deng Xiaoping still heads the Military 
Affairs Commission, with Zhao now the first vice-chairman and Yang 
Shangkun the permanent vice-chairman. Chen Yun has moved to head 
the Central Advisory Commission, with Bo Yibo and Song Renqiong as 
vice-chairmen. And Peng Zhen still presides, albeit temporarily, over the 
National People’s Congress. The Secretariat, which oversees government 
ministries, was reduced from ten members to four and placed under the 
direct control of the Politburo, in accord with Zhao’s stated plan to reduce 
party interference in the day-to-day running of the government. 

Official Chinese accounts of the new Central Committee stressed its re- 
juvenation, noting for example that the average age of the 285 members 
and alternate members is 55.2, a drop of 3.9 years from the previous com- 
mittee; that 132 members (46.3%) were below the age of 55 (a 19.5% in- 
crease); and that 209 members (73.3%) have college educations (a 17.9% 
increase), with 57 of them experts with senior professional titles (a 6% 
increase). Skeptics preferred to label the changes “‘de-ossification” rather 
than rejuvenation, noting that many of the younger new members had al- 
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ready been promoted at the Special Party Conference in 1985. The Com- 
mittee includes all 30 party first secretaries of the provincial-level units, 
although eight regional government heads did not make it; 22 of the 32 
government ministers were elected, along with five of the seven regional 
military commanders. In fact, military representation has been declining 
since the 1969 Ninth Party Congress when almost half the members were 
military officers. With the departure of several top officers, the military is 
represented on the latest Committee primarily by regional commanders. 

In late November, a number of important personnel changes were made. 
As expected, “cautious reformer” Li Peng was appointed interim premier. 
Following a November 27 executive order from MAC Chairman Deng, 
military appointments aimed at professionalizing and rejuvenating the 
armed forces saw the retirement of Chief of Staff Yang Dezhi, 77, and his 
replacement by Chi Haotian, 61, the political commissar of the Jinan Mili- 
tary Command and former deputy chief of staff; the replacement of Yu 
Qiuli, 73, director of the General Political Department, by Yang Baibing, 
66, political commissar of the Beijing Military Region and younger brother 
of General Yang Shangkun; and the appointment of Zhao Nangqi, 52, to 
replace Hong Xuezhi, 76, as director of the General Logistics Department. 
Politburo member Qin Jiwei, 77, commander of the Beijing Military Re- 
gion, was expected to replace Zhang Aiping, 79, at the next National Peo- 
ple’s Congress in March 1988. 


The Economy 
The drawbacks of partial reform continued to beset the Chinese economy 
in 1987, as several fundamental reforms were postponed in order to con- 
centrate on more immediate problems. The most pressing challenge was 
inflation, fueled by an overheated economy. By the third quarter of 1987, 
the gross value of industrial output (GVIO) was up 15.9% over the previ- 
ous year, accompanied by a double digit inflation rate. Original plans for 
1987 liad called for a modest growth rate of 7%, the lowest in five years; 
an emphasis on price stability; and a minimal increase in investment in 
fixed assets. In fact, investment in fixed assets by state-owned enterprises 
grew by 21% in the first half of 1987. Moreover, official statistics showed 
that food prices in cities were 19.5% higher in the first six months of 1987 
than a year earlier; grain products were up 46.4%, while fresh vegetables 
rose 26.9%. China’s grain shortage pushed up the price of livestock feed, 
making hog raising uneconomical, and by late November this had led to 
the reintroduction of pork rationing in large cities. Grain production for 
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the year was expected to reach 397 million tons, up from 391 million in 
1986, but still below the planned target of 405 million.!! 

Following the recent pattern, the most productive sectors of the econ- 
omy were those least subject to state control. Thus, August figures re- 
vealed an increase of 11.4% in industrial output of state-owned firms 
compared to August last year; however, the increase in the collective sec- 
tor was 22.4% and a whopping 65.6% for the tiny private sector and for- 
eign-invested firms. By June 1987, the nonstate sector’s proportion of 
GVIO had risen to 33.3% (up from 19.2% in 1978). 

Chinese authorities continued to cushion the effects of market reforms 
on the potentially volatile urban constituency. Thus, one Western estimate 
had urban wages climbing another 17% in 1987 (following a 20% rise in 
1986), far exceeding the increase in labor productivity. In August and 
September tight controls on prices, credit, and investment spending were 
imposed, at least until the end of 1988. Even where tentative attempts 
were made to deregulate a market—as in the experiments in the city of 
Yantai with the commercialization of housing—~it was still necessary for 
work units or the state to subsidize much of the cost. 

On a positive note, China’s foreign trade deficit fell from US$12 billion 
to $3.5 billion for the year. Export volume rose 23.4% to $38.2 billion, 
while import volume was down 2.8% to $41.7 billion. Trade with the 
Soviet Union, Eastern Europe, and the EEC was up markedly, while trade 
with Japan declined. The improved trade balance stemmed largely from 
an appreciation of the yen and rising oil prices. A 35.5% increase in ex- 
ports of light industrial goods, textiles, and electrical machinery paced the 
advance. More detailed January-June figures showed a $2 billion deficit, 
with the largest imbalances coming from Japan (-$1.8 billion) and the EEC 
(-31.7 billion). As usual, the biggest surpluses came from Hong Kong and 
Macau (+$2.3 billion) and the ASEAN countries (+ $301 million). For- 
eign exchange reserves rose for the first time since 1984, reaching $13.98 
billion by the end of the third quarter. ! 

There were few signs of a recovery in foreign investment. After drop- 
ping by 50% to $3.3 billion in 1986, it fell another 12% to $1.09 billion in 
the first half of 1987, compared to the same period last year. Political 
considerations played a role, as Li Peng’s warning to Westerners to “pre- 
pare themselves psychologically for their contracts to be reviewed or 
turned down” was widely quoted in the Western press in February. But 
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longstanding problems of doing business in China were just as signifi- 
cant.!3 


Foreign Policy 
The slow but steady rapprochement in Sino-Soviet relations began to spill 
over and affect broader relationships in Asia in 1987. While major break- 
throughs lie in the future, intriguing prospects could be seen in the adjust- 
ments in longstanding positions by North Korea and Vietnam, to mention 
two countries affected by the Sino-Soviet warming. On a less positive note, 
a series of irritants arose in China’s relations with Japan and the United 
States, although these disputes remained manageable. China’s big league 
status on the international arms market—it is generally ranked fifth and 
probably makes in excess of $2 billion a year in foreign exchange—at- 
tracted widespread attention in 1987. 


China and the Eastern Bloc 

Chinese and Soviet officials did a lot of talking, together and separately, 
this past year: the tenth and eleventh rounds of political normalization 
talks were held in April and October; rounds one and two in the border 
negotiations (resumed after a suspension of nine years) were held in Febru- 
ary and August. At the top, Deng Xiaoping and Mikhail Gorbachev reit- 
erated their desire to meet, and there were tantalizing indications that this 
could happen by the end of the decade. In November, while meeting with 
a Japanese delegation, Deng quoted as a price for such a meeting the with- 
drawal of Vietnamese forces from Cambodia within two years, before 
Deng reached the advanced age of 85. The Soviet general secretary re- 
sponded by urging a meeting prior to solving such complex issues. By 
December, East European sources in Beijing were speculating on a meet- 
ing as early as 1988. 

Meanwhile, events were moving to bring that meeting to fruition. Back 
in 1985 Hanoi had conditionally committed itself to having all its forces 
out of Cambodia by 1990, and Gorbachev has expressed “confidence” that 
Vietnam will keep its promise. While Deng coyly protested that “the So- 
viet Union has not exerted enough efforts,” the Cambodian issue was the 
major topic in the normalization talks. Other Chinese officials have pub- 
licly noted the expressed Soviet willingness to “make its own efforts” to 
seek a political settlement and have given Gorbachev credit for putting the 
squeeze on the Vietnamese, who in turn were passing it on to their 
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Cambodian clients. The meeting in France between Prince Sihanouk and 
Cambodian Prime Minister Hun Sen in December—which required a 
change in policy from several interested parties, including the Chinese who 
no longer vetoed the talks—could be an important step forward. 

Concrete Soviet concessions favorable to China during the year included 
the announced scrapping of all 100 medium-range SS20 missiles in Asia as 
part of the “global double-zero option” package, and the withdrawal of a 
motorized division from Mongolia but still leaving, as China noted, 60,000 
Soviet troops there. Border talks focused on ‘technical problems” of de- 
marcation along the eastern section of the China-USSR boundary; signifi- 
cantly, the so-called “unequal treaties” issue was not raised by Beijing. 
Chinese concessions tended to be more symbolic. For example, Chinese 
newspapers and officials reported favorably on Gorbachev’s reforms; a del- 
egation from the Sino-Soviet Friendship Association attended the 70th an- 
niversary of the Russian Revolution in Moscow; the People’s Daily 
editorial marking the anniversary did not criticize Soviet foreign policy, as 
it had done in previous years; and so forth.'4 Sino-Soviet barter trade 
along the Heilongjiang border grew rapidly and by midyear trade volume 
beween the two countries had reached over $981 million, placing the So- 
viet Union in fifth place among China’s trading partners. | 

The warmer temperatures even reached Cuba, which sent its highest- 
level delegation to China in at least 20 years. In November, China and 
Laos agreed to exchange ambassadors. The continuing normalization of 
relations with Eastern Europe saw visits to China by Czechoslovakia’s Pre- 
mier Strougal (April), Bulgaria’s General Secretary Zhivkov (May), and 
Hungary’s General Secretary Kadar (October). A major step forward in 
restoring party-to-party relations was Zhao Ziyang’s highly publicized 
June visit to Poland, East Germany, Czechoslovakia, Hungary, and Bulga- 
ria. North Korean leader Kim Il Sung’s first visit to China in four years 
was meant to show that, despite China’s increasingly visible relationship 
with South Korea (economic, athletic) and North Korea’s enhanced Soviet 
connection (military and trade), the two Asian Communist nations were 
still as close “as lips and teeth.” Indeed, Sino-Soviet rapprochement ap- 
pears to have limited Kim’s maneuverability. With economic reform in 
the air throughout Communist Asia, Deng even suggested that Kim make 
a pilgrimage to Shenzhen, China’s New Economic Zone bordering Hong 
Kong. 


14. Ta Kung Pao, November 9, 1987, in FBIS, DR/CHI, November 9, 1987, pp. 6-8. 
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Sino-Japanese Relations 

The fall of Hu Yaobang, considered to be “pro-Japanese,” was an omen of 
things to come. The strain in Sino-Japanese relations, which had begun in 
the latter half of 1985, was exacerbated by several new elements in 1987. 
Chinese authorities have noted three basic problems in the relationship, 
two political and one economic. The most obvious economic issue is the 
trade imbalance, although the Chinese deficit has been shrinking. In 1986 
it was $5 billion, down from the $6 billion of a year earlier. For the first 
nine months of 1987 the deficit was down to just over $2.5 billion, 
although overall trade volume for the period had declined. One reason for 
the shrinking deficit was a 32% increase in Chinese exports to Japan in the 
first seven months of 1987 over the same period a year earlier. Still, as the 
dispute with Japan heated up, Chinese authorities preferred to talk in 
broader terms of the $21.5 billion deficit accumulated during the 15 years 
since normalization and to note that China had enjoyed a trade surplus 
only in one year. An added economic irritant this past year stemmed from 
the Toshiba Machine Company case, in which the Japanese placed tighter 
controls on the export of high-technology goods to Communist countries. 
This led to delays, even shutdowns, in Chinese factories. In retaliation, the 
Chinese began December 1 to cancel import deals on selective items from 
Japan. 

Political irritants were even more prominent in 1987, and they fell into 
two categories. The first referred broadly to Japan’s allegedly growing 
militarism, and was focused on the issue of lifting the ceiling of 1% of the 
GNP for the Japanese defense budget. The second category—the “two 
Chinas” issue—is even more sensitive and produced greater discontent and 
mutual misunderstanding in 1987. For China, the most blatant manifesta- 
tion was the Kokaryo (Guanghua) case, in which a Japanese high court in 
February rejected China’s claim to a student dormitory in Kyoto, instead 
awarding it to the “Republic of China” (Taiwan). In upholding a lower 
court decision, the high court ruled that the “Republic of China” was eli- 
gible to be a party to civil cases in Japan. While the Japanese saw it solely 
as a legal issue beyond the administration’s control, the Chinese saw it in 
political terms as a clear violation of the 1972 Joint Communique and the 
1978 Peace and Friendship Treaty. The situation escalated when Deng 
Xiaoping entered the fray and began criticizing Japan in mid-April. Bei- 
jing threatened unspecified retaliation early in May, and two days later the 
Kyodo correspondent, Shuitsu Henmi, was charged with obtaining illegal 
intelligence and fabricating material in his reports, becoming the second 
foreign journalist to be expelled in 1987. 
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The low point was reached in June when Deng received Junya Yano, the 
Komeito leader, and criticized the Japanese defense budget and a revival 
of militarism. What particularly upset Japanese authorities was Deng’s 
willingness to discuss these issues with an opposition politician while refus- 
ing to meet the director-general of the Japan Defense Agency who was in 
China at the same time. It was China’s turn to become incensed when a 
senior Japanese Foreign Ministry official, in an off-the-record press brief- 
ing, suggested that Deng was “living in the clouds” and did not under- 
stand the real situation of Sino-Japanese relations. The temperature was 
lowered a bit following a public Japanese apology—carried on the front 
page of People’s Daily—the resignation of the offending official, and a 
wide-ranging airing of views at the Fifth Sino-Japanese Ministerial Confer- 
ence held in Beijing from June 26-28. Still, Hong Kong magazines cited a 
closed-door speech by Deng ordering possible reprisals against Japan in 
the area of economic and technical cooperation if Tokyo stuck to its nonin- 
tervention stand on the dormitory case. The year ended with the case 
before Japan’s Supreme Court. 


Sino-American Relations 

China found the American legislature just as upsetting as Japan’s judiciary 
in 1987. On the two major irritants—alleged U.S. interference vis-a-vis 
Tibet and American protests over Chinese arms sales to Iran—the Con- 
gress played an important role. China criticized the U.S. for allowing the 
Dalai Lama to visit for ten days in September “to conduct political activi- 
ties.” He had addressed the Congressional Human Rights Caucus, pro- 
posing a “five-point plan” for Tibet. Following the disturbances in Lhasa, 
the Senate voted 98-to-0 to condemn China for its crackdown. There was 
a highly visible split between the Reagan administration, which generally 
did not comment on China’s policy in Tibet, and the Congress, which fo- 
cused on human rights violations. 

The Congress likewise attempted to push the administration into retali- 
ating on the weapons issue. The United States had known since mid-1986 
about the Iranian decision to buy Silkworm missiles from China, but it was 
only in 1987, when the Iran arms scandal was rocking Washington, that 
the U.S. began to urge China to stop selling the weapons. While the 
Americans claimed China had sold 96 Silkworm missiles to Iran under a 
one-billion-dollar-a-year program, the Chinese consistently denied making 
any sales. After the first Silkworms hit U.S.-owned ships and those flying 
the American flag, the Senate passed a resolution that called on the admin- 
istration to review all transfers to China of military-related technology and 
to warn Beijing that continued sales of missiles may “seriously jeopardize 
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U.S.-China relations.” The administration, which had liberalized the ex- 
port of dual use civilian-military technology to China in April and was 
preparing a further liberalization, reacted on October 22 with a freeze on 
liberalization. Seen as temporary, the move was largely symbolic rather 
than punitive, and China’s response was temperate. Having argued previ- 
ously that the international arms market was “complex”? and out of 
China’s control, Beijing on November 18 announced a ban on the export 
of Silkworms to prevent their transfer to Iran. Not everyone was satisfied. 
In December, Les Aspin, a Democrat and chairman of the House Armed 
Services Committee, went beyond the Silkworm case to charge China with 
widespread arms sales to Iran, complaining that the vendor was a govern- 
ment agency headed by Deng Xiaoping’s son-in-law. In a comment that 
could not have played well in Beijing, Aspin blamed the sales on “China’s 
appetite for cash and . . . probably empire-building by Deng’s son-in- 
law.”!> Also in December, an American-educated student was convicted 
in Shanghai for his role in the student demonstrations a year earlier. Sen- 
tenced to a relatively light two years in prison, Yang Wei’s arrest had trig- 
gered a U.S. Senate resolution and a petition from Chinese students in the 
United States, both urging his release. 

Apart from such controversies, the year was marked by several high- 
level visits. Secretary of State Schultz spent five days in China in March at 
a time, one Western reporter noted, “of extraordinary accord” between the 
two countries.!© In August, Attorney General Meese took part in a four- 
day U.S.-China joint session on trade, investment, and economic law. 
From the other direction, Vice-Chairman of the Central Military Commis- 
sion Yang Shangkun led a delegation to the United States in May, report- 
edly conducting discussions on technology transfer and the modernization 
of China’s defense. The annual critique of arms sales to Taiwan was 
milder this year, although Chinese authorities complained that the U.S. 
was substituting the export of “commercial” military sales for government 
arms sales, a distinction they were reluctant to accept. The largest joint 
venture between the United States and China—the $650-million Antaibao 
opencast coal mine in Shanxi province—went into operation in September. 
In December, the two countries agreed to limit the growth of Chinese tex- 
tile imports into the United States to 3% annually for the next four years, 
but the cap still leaves China enough room to consolidate its position as 
America’s largest textile supplier. The volume of U.S.—China trade was 
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expected to reach $8 billion in 1987, up from the previous year’s record of 
$7.3 billion. 


Other Foreign Policy Developments 

Tension over the disputed border between China and India, which had 
been building for two years, rose to a boil in April. Three times in less 
than a month, China charged India with provocative troop movements 
and air incursions. The Chinese also objected to the Indian decision to 
upgrade the status of the disputed Arunchal Pradesh from a federal terri- 
tory to a state. The approach of both sides to the conflict was relatively 
low-key, and the subject was discussed in a nonprovocative manner at the 
8th Sino-Indian talks in New Delhi in November. Finally, China and Por- 
tugal reached a settlement in March under which the enclave of Macau 
would return to Chinese rule in 1999. 





SOUTH KOREA IN 1987 


The Politics of Democratization 
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By any measure, 1987 was a momentous year for 
South Korea. Running against the political clock of President Chun Doo 
Hwan’s expiring seven-year term in February 1988 and the international 
clock of the Seoul Olympics to follow in the summer, events moved 
briskly. From massive protests in the spring to government capitulation in 
June, from the negotiations for a new constitution to its adoption in Octo- 
ber, the world watched as developments culminated in December in the 
first election of a president by direct popular vote in 26 years. The eco- 
nomic situation seemed to favor South Korea’s difficult but inevitable tran- 
sition to democracy. Following a successful year in 1986, the South 
Korean economy continued to record a healthy growth, accompanied by a 
large trade surplus. Both politically and economically, South Korea 
moved one giant step closer to joining the ranks of advanced, democratic 
countries of the world. But at the same time, the Korean people braced 
themselves to face uncertainties ahead, as political consensus was far from 
realization at home and economic prospects abroad appeared rather bleak. 


Politics 
The year began inauspiciously for President Chun Doo Hwan and his 
Democratic Justice Party (DJP). As the deadlock between the ruling 
party and the opposition New Korea Democratic Party (NKDP) on the 
issue of constitutional revision remained unresolved and antigovernment 
student demonstrations persisted, the country learned in mid-January that 
Park Chong Chol, a Seoul National University student, had died of torture 
under police interrogation. The revelation of the incident, which was con- 
firmed by the government, could not have come at a worse time for the 
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DJP as it was trying to persuade the opposition to accept its proposal for a 
_ parliamentary form of government in return for certain democratic re- 
forms. The opposition had been in disarray, split between those who were 
adamant about their proposal for a presidential system with a direct popu- 
lar vote and those who were willing to compromise. The torture-death of 
Park Chong Chul not only gave the antigovernment movement in and 
outside of party politics a rallying point but also contributed to strengthen- 
ing the position of hardliners within the opposition who now regarded the 
government as weak and vulnerable. 

Actual power and leadership within the opposition were held by Kim 
Young Sam and Kim Dae Jung. Kim Young Sam insisted that the party’s 
1985 election pledge for direct presidential elections was the very basis of 
the party’s existence; his even more hardline political rival, Kim Dae Jung, 
was technically still under political ban, and therefore his intransigence 
against the government carried something of a moral authority. The two 
Kims succeeded in squashing an initiative by the NK DP’s nominal party 
leader, Lee Min Woo, in which he offered to consider the DJP’s formula in 
exchange for seven major political reforms, including the release of polit- 
ical prisoners, press freedom, and the restoration of Kim Dae Jung’s polit- 
ical rights.! Nonetheless, the squabbling within the opposition did not 
subside, and in early April the two Kims split from the NK DP to form a 
new party. Sixty-six of the 90 NKDP lawmakers followed the Kims’ 
breakaway lead, and on May 1 formally inaugurated the Reunification 
Democratic Party (RDP) with Kim Young Sam as its president. The hu- 
miliated Lee Min Woo, on his part, merged the remnants of his party with 
the People’s Democratic Party (PDP), which had split from the NK DP in 
early 1986 to form a 26-seat bloc in the National Assembly. 

But the origin of political drama in 1987 can be traced directly to Presi- 
dent Chun Doo Hwan’s declaration on April 13 of his “grave” decision to 
suspend debate on constitutional reform. In defending the measure, the 
DJP argued that the opposition, badly splintered, could not act as a re- 
sponsible negotiating partner and that time was running out; continuing 
political uncertainty and instability would hurt the chances for success- 
fully crossing South Korea’s twin hurdles of 1988: the change of govern- 
ment and the Seoul Olympics. Rather than bringing about certainty and 
stability, however, Chun’s decision was met with near universal disap- 
proval by the South Korean public, and it provided new momentum to 
student protest, which had been losing sympathy and support among the 
general public because of its radical and extremist tendencies. The govern- 
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ment was placed in an even more embarrassing position following disclo- 
sures in mid-May of a cover-up in the Park Chong Chul incident. Chun’s 
cabinet shakeup of May 26 in which the president removed three of his 
closest aides, Prime Minister Lho Shin Yong, Home Minister Chung Ho 
Yong, and the director of the Agency for National Security Planning, 
Chang Se Dong, did little to cool off the anger of the protesters. 

Street violence reached its peak after June 10 when the DJP, in an auda- 
cious act of political insensitivity and imprudence, formally nominated 
Roh Tae Woo as the party’s presidential candidate to become Chun’s 
handpicked successor under the existing, unpopular constitution that pro- 
vided for indirect election of the president. Thousands of students poured 
into the streets, many hurling fire bombs. The riot police, who responded 
mainly with massive tear gas sprays, were hopelessly outnumbered by the 
demonstrators, often joined and cheered by middle-class citizens. Several 
hundred people were injured and one student died in the clashes. The 
central districts of Seoul were turning into what New York Times reporter 
Clyde Haberman depicted as a “war zone.” 

In the face of massive, prolonged, and often violent antigovernment 
demonstrations, the choice for the Chun government and the DJP was 
narrowed to one of mobilizing troops to quell the demonstrations and risk- 
ing large-scale violence and possibly a civil war, or making wholesale con- 
cessions to the forces of democracy and risking the loss of power. Chun 
tried to mollify the opposition by proposing a meeting with Kim Young 
Sam. The meeting took place on June 24, and Chun indicated to Kim that 
he was willing to allow the resumption of parliamentary negotiations on 
constitutional reform. Sensing that Chun’s position had weakened, how- 
ever, Kim rejected Chun’s offer, insisting instead that the government 
should agree to an immediate national referendum to choose between a 
parliamentary system and a presidential system with direct popular vote, 
as well as the release of all political prisoners and restoration of the civil 
and political rights of Kim Dae Jung. 

In a dramatic turn of events, Roh Tae Woo, the DJP’s presidential can- 
didate and a former military colleague of President Chun’s, surprised both 
government supporters and opponents on June 29 by announcing a democ- 
ratization plan that embodied a wholesale acceptance of the opposition’s 
demands. This effectively ended the “spring of discontent.” Roh’s 8-point 
proposal, which was subsequently accepted and endorsed by President 
Chun, pledged “the speedy amendment” of the constitution to allow for 
direct presidential elections, as well as amnesty for Kim Dae Jung and the 
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restoration of his civil rights. The opposition, in a rare show of approval, 
welcomed Roh’s action. A democratization process finally began. 

The immediate results of the Roh declaration were restoration of Kim 
Dae Jung’s political rights, release of political prisoners, and the start of 
negotiations on constitutional amendment. Kim Dae Jung, the man who 
unsuccessfully ran against Park Chung Hee in the 1971 presidential elec- 
tion, was considered as a perennial anathema to the successive regimes of 
Park and Chun. He had been kidnapped from Japan by agents of the Park 
government in 1973 and incarcerated until 1979 when Park was assassi- 
nated. After a brief period of active politicking in the spring of 1980, Kim 
was arrested by the martial law command on charges of inciting riots. He 
was sentenced to death by the Chun government, but later the sentence 
was commuted to a 20-year prison term. Kim was then allowed to travel 
to the United States where he stayed for two years before coming back to 
Korea in February 1985. After the restoration of his political rights in 
July 1987, Kim Dae Jung became officially an adviser to the RDP but 
actually shared effective power equally within the party with its president, 
Kim Young Sam. 

But no sooner did power seem to be within reach when trouble started 
in the marriage of convenience between the two Kims. Each Kim saw 
himself as the hero of South Korea’s political drama, and each plainly 
thought the other was behaving unreasonably in not agreeing to pull out of 
the race for the presidency. Kim Young Sam claimed he appealed to a 
broad cross section of an increasingly middle class public. This made him 
not only very electable, in his view, but also a much more suitable figure, 
once elected, to unite a politically fractious nation. Kim Dae Jung saw 
things differently; after exile in the United States and repeated jailings and 
house arrests in Korea over the years, he claimed he had suffered more in 
the cause of democracy. His failure to run in the presidential election, he 
warned, could churn up anger and frustration among his many supporters 
and re-ignite the potentially dangerous regional antagonisms that had al- 
ways bedeviled Korean politics. After meeting a few times the two Kims 
failed to agree on a single candidacy, and both of them eventually decided 
to run, even at the risk of defeating themselves. After the formal adoption 
of the new constitution on October 22, Kim Dae Jung formed a new 
party—the Peace and Democracy Party-—and declared himself a presiden- 
tial candidate. 

The new constitution, which was adopted by a national referendum fol- 
lowing a series of negotiations between the government and opposition 
parties, was the fruit of a long struggle by the two Kims who insisted on 
direct popular election of the president. But it was also a product of polit- 
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ical convenience and expediency. Working against the political clock, rep- 
resentatives of the two sides negotiated a constitution that provided for 
direct, popular election of the president. Its most problematic aspect was 
that it allowed election of a candidate by a simple plurality. The three 
presidential aspirants, particularly Kim Dae Jung and Roh Tae Woo, 
knew that any one of them would have difficulty in getting a majority of 
the votes, and that their chances of winning would be maximized in a situ- 
ation of multiple candidacy. The constitution also failed to provide for a 
vice presidency, making it even more difficult for power contenders within 
the same party to compromise and remain united. 

Joining the three-way race of Roh Tae Woo (Democratic Justice Party), 
Kim Young Sam (Reunification Democratic Party), and Kim Dae Jung 
(Peace and Democracy Party) was Kim Jong Pil, former prime minister 
under President Park Chung Hee, who ostensibly wanted vindication by 
the people for the record of his defunct Democratic Republican Party 
(1963-1980). Since each candidate knew he could win bv securing firm 
support from a minority, campaigns were conducted to maximize regional 
and partisan appeal. Roh Tae Woo, who promised political stability and 
continued economic growth, got his widest support in the southeastern 
provinces, among middle class voters, and in the rural areas. Kim Young 
Sam, who called for an end to decades of military rule in South Korea, also 
appealed to voters in the southeast and the middle class, although his sup- 
port was particularly strong among urban white collar voters. Kim Dae 
Jung, who enjoyed solid support within his home base in the southwest, 
tried to maximize his support among the underprivileged and the younger 
voters. The role of Kim Jong Pil, who was strong in his native 
Chungchongdo provinces, was essentially that of a spoiler, drawing votes 
from the upper middle classes that could have gone to either Roh Tae Woo 
or Kim Young Sam. Another would-be spoiler, this time for Kim Dae 
Jung, was activist Paek Ki Wan, who drew his support from the ideologi- 
cally radical and younger voters. Paek withdrew from the race shortly 
before the election, urging the two Kims to agree on a single candidacy. 

Regional rivalries, often expressed in violent disruption of campaign ral- 
lies of candidates from rival provinces, were most conspicuously mani- 
fested between .the southeast and southwest. Many of Kim Dae Jung’s 
supporters in the southwestern Chollado provinces felt that their region 
had been discriminated against by the successive regimes dominated by 
leaders from the southeastern Kyongsangdo provinces. Citizens of 
Kwangju, in particular, viewed their city as the object of regional oppres- 
sion in 1980 at the time of the “Kwangju uprising” in which more than 
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200 people were killed. Ultimately, the level of voting support for each of 
the candidates closely coincided with his regional background. 

The June 29th declaration by Roh Tae Woo brought about a brief hiatus 
in student political activities. Soon, however, the activists went to work, 
demanding the release of all “political prisoners” and accusing the Chun 
government of scheming for a rigged election. Small scale demonstrations 
continued throughout the fall. As the election approached in December, 
however, the students decided to concentrate on working to ensure that it 
would be conducted fairly, and they organized themselves into teams of 
poll and ballot watchers. 

One development that served as a key factor in the campaign was the 
controversy surrounding the events of December 12, 1979. On that day 
several military leaders, including Generals Chun Doo Hwan and Roh Tae 
Woo, had mobilized troops, apparently without proper authorization, to 
overpower and arrest General Chung Sung Hwa, who was then the army 
chief of staff and martial law commander. General Chung, it was argued, 
was suspected of complicity in the Park assassination. During the 1987 
election campaign, General Chung joined the Kim Young Sam camp and 
publicly accused the Chun-Roh group of having carried out a “mutiny.” 
The public revelation of details of the December 12th incident was a seri- 
ous setback for Roh Tae Woo’s effort to present a nonmilitary image of 
himself, although the extent of damage this did to his election campaign 
was impossible to ascertain.* 

Despite charges of irregularities, the voting took place as scheduled on 
December 16th and Roh Tae Woo, the DJP candidate, was elected with 
36.6% of the votes cast. Kim Young Sam, the more moderate of the “two 
Kims,” was second with 28%, while Kim Dae Jung came in third with 
27% of the votes. Although the losing candidates charged the government 
with unfair election campaigning and “fraud” in ballot counting, it was 
clear that the main reason for the defeat of the opposition was that its vote 
was split almost evenly between the two major candidates. A divided op- 
position not only brought itself down—despite the fact that the two Kims 
together received more than a majority (55%) of the votes—it produced a 
minority government that would face challenges to its legitimacy. 


The Economy 
Political turmoil notwithstanding, the South Korean economy performed 
well, recording over 12% growth for the second year in a row and bringing 
per capita income to $2,800. The high economic growth was led by a 
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rapid increase in exports with the current account surplus expected to 
reach the $10 billion mark for the year. As a result, South Korea expected 
to repay by year’s end more than $9 billion of its foreign debt, which stood 
at $44.5 billion a year ago. 

South Korea’s successful effort in expanding exports was remarkable in 
view of the serious and widespread labor disputes in August and Septem- 
ber. No sooner had Roh Tae Woo announced his 8-point proposal for 
political liberalization and President Chun endorsed it, than workers in 
many establishments erupted with demands for independent unions and 
higher wages. The number of labor disputes since June 29 reached 3500, 
approximately twice the number in the previous ten years. Major export 
industries, including the automobile, shipbuilding, and electronics indus- 
tries, were hit with strikes and other collective actions, often accompanied 
by violence. The situation was especially serious at Daewoo Shipbuilding 
and Heavy Machinery where Lee Sok Gyu, a 21-year old worker, was 
killed by a police tear gas cannister. At Hyundai Heavy Industries, which 
had the longest and most militant confrontation between labor and man- 
agement among the big establishments, more than 20,000 shipyard work- 
ers were on strike for over two months. The dispute was settled after the 
workers got an average pay raise of some 15%, setting the standard for 
other labor settlements. 

The spate of labor disputes in the months following the June 29th decla- 
ration had three main characteristics. First, most of the large-scale distur- 
bances took place in large enterprises that could afford, at least for the 
time being, to pay higher wages and provide other benefits for workers 
without losing competitiveness. Second, the workers appeared to be inter- 
ésted primarily in pay raises, greater benefits, and improved working con- 
ditions rather than involving themselves in broader political activities. 
Thus, such student groups as the National Federation of University Stu- 
dents (Chondaehyop),* which called for making “common struggle and 
solidarity” with striking workers a key goal of its activity, failed to estab- 
lish a firm or lasting link with the labor movement. Finally, virtually all of 
the labor disputes in the second half of 1987 were settled with minimum 
intervention by the government and in ways that would not seriously 
weaken the competitive position of the businesses involved. Thus, 
although there were production delays, missed shipments, and lost orders, 
these did not seriously damage the export industry or the economy as a 
whole, which remained buoyant through the end of the year. 


4. Chondaehyop was inaugurated on August 19 at a meeting of 4,000 students in Taejon 
with the aim of becoming a catalyst in radical socioeconomic change. 
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Economic expansion in 1987 was led by manufacturing, particularly ma- 
chinery production (33.3% growth over the same period in 1986), electri- 
cal appliances (24.8%), steel (15.9%), textiles (12.7%), and chemicals 
(12.2%). Construction, which had been in a slump in previous years, re- 
bounded impressively with a 12.7% growth.> Exports continued their up- 
ward trend, aided by the revaluation of the Japanese yen and despite the 
appreciation of the Korean won by 9% in 1987. Only a marginal slow- 
down occurred toward the latter part of the year. Even the stock market 
crash abroad had only marginal repercussions in Korea. After staggering 
briefly in reaction to problems in other markets, the Seoul stocks re- 
bounded, partly aided by the government easing restrictions on institu- 
tional trading. Also, despite the large trade surplus and the expansion of 
currency circulation that accompanied the presidential election campaign, 
the government was able to keep inflation within reasonable bounds— 
under 5% for the year. 

The country, however, was much less sanguine about prospects for 
1988. Economic circles were jittery about the aftermath of the December 
16th election, which might usher in a period of uncertainty. And it was 
expected that a combination of factors would slow down South Korea’s 
economic expansion substantially in the year ahead. Labor costs increased 
by some 15-20% in 1987 and were expected to increase by another 
20-25% in 1988.© Korean exports were likely to meet greater protection- 
ism abroad, and the Korean won was expected to continue to appreciate 
against the U.S. dollar. Yet, the most serious concern was over how the 
new government and politics would affect South Korea’s burgeoning econ- 
omy. 


Foreign Relations 
The year 1987 was marked by expanded relations and contacts with East 
European countries as well as with China and the Soviet Union, largely in 
anticipation of their participation in the 1988 Summer Olympics. Despite 
the fact that South Korea does not have diplomatic relations with these 
countries, it exchanges sports teams with them on an almost routine basis. 
South Korea and Hungary also agreed to exchange trade representatives. 
According to unconfirmed reports, South Korea’s indirect two-way trade 
with China and the Soviet Union reached $2 billion and $500 million, re- 
spectively. In an effort to expand and strengthen its ties with the develop- 
ing countries, South Korea established a $100 million Overseas 
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Development Fund, with the aim of making available some $500 million in 
financial assistance in five years. 

The most serious international relations problem for South Korea in 
1987, however, was the continuing pressure from the United States to re- 
duce the trade imbalance between the two countries. The United States 
was reacting to its trade deficit of $7.3 billion with South Korea in 1986 
and $7.7 billion during the first 10 months of 1987. Although this repre- 
sented only 5% of its total trade deficit, the United States nevertheless 
considered the South Korean market too restricted and its currency under- 
valued. While continuing to liberalize its market to imports, South Korea 
also allowed its currency to appreciate against the dollar. 

As in the past, the United States inevitably found itself involved in the 
South Korean political process. Departing from the past pattern, how- 
ever, the Reagan Administration in 1987 showed greater sensitivity and 
concern for political developments in Korea. On February 6, 1987, Assis- 
tant Secretary of State Gaston Sigur gave a speech—subsequently en- 
dorsed by Secretary of State George Shultz—that called for “a more open 
and legitimate political system,” and emphasized the importance of 
“civilianizing” the government.’ Consistent with this approach, the 
United States reportedly made known to the South Korean government its 
opposition to martial law or other forms of military intervention. In mak- 
ing its role in the Korean political process more visible, the United States 
wished to counter what it perceived as rising anti-American sentiment 
among some Koreans who held the United States responsible for hinder- 
ing the cause of democracy in South Korea. 

As in politics, the economy, and inter-Korean affairs, South Korea’s for- 
eign relations were expected to be affected by the kind of government to 
emerge out of the December 1987 election. It was expected that, under 
democratic politics, the new government would be more susceptible to na- 
tionalist pressures and thus adopt policies that would be decidedly more 
nationalistic in. character and that could, as a result, complicate South Ko- 
rea’s position in the world community. 


The Olympics and Inter-Korean Relations 
The rapidly changing political situation in South Korea served as a disin- 
centive for North Korea to proceed with any serious discussion with Seoul. 
In the absence of talks between the two sides, which were discontinued in 


7. Gaston J. Sigur, Jr., “Korean Politics in Transition,” Department of State, Bulletin, 
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early 1986, negotiations on North Korean involvement in the 1988 Olym- 
pics became the only avenue of substantive interchange. 

South Korea was eager to minimize the possibility of a North Korean 
attempt to disrupt the Olympic Games and the risk of a Communist boy- 
cott. Thus, in response to Pyongyang’s proposal that it cohost the 1988 
Olympics with Seoul and that half of the events as well as the opening and 
closing ceremonies take place in the North, South Korea and the Interna- 
tional Olympic Committee (IOC) offered to let the North host four events 
(later increased to five). Although North Korea reduced its demand to 
eight events, it also insisted on cohosting and other rights that came with 
hosting the Games. On its part, South Korea maintained its position that 
it would basically accept the decision and recommendations of the IOC on 
North Korean participation. On September 17, one year before the Games 
were to open, invitations to participate were sent to Olympic nations, in- 
cluding North Korea. The prevailing view in the South was that North 
Korea was in no position to hold the Olympic events and risk opening up 
the country to thousands of international visitors. As it became increas- 
ingly likely that most of the Communist countries, including China and 
the Soviet Union, would participate in the Seoul Olympics, North Korea 
later in the year proposed the formation of a joint North-South Korean 
Olympic team. 

In other areas, inter-Korean relations involved unproductive exchanges 
of proposals and counterproposals. North Korea sought “high-level polit- 
ical and military talks” in a tripartite formula involving the two Koreas 
and the United States. South Korea, for its part, insisted on the resump- 
tion of the two-way talks—Red Cross, economic, and parliamentary—that 
had been suspended unilaterally by North Korea in early 1986. In early 
1987, South Korea also proposed to discuss the North’s construction of 
the huge Kumgangsan Dam just north of the DMZ. South Korean offi- 
cials have argued that the dam posed a serious threat as the sudden release 
of large amounts of water from the dam could flood Seoul and its sur- 
rounding areas. In July, Pyongyang proposed negotiation on arms reduc- 
tion to which Seoul responded with a proposal for foreign ministerial talks. 
It was clear that any progress in North-South Korean talks, as well as a 
breakthrough in the deadlock on the Olympic Games, would have to wait 
until after the South Korean presidential election and until North Korea 
had the opportunity to assess political developments in the South. 





NORTH KOREA IN 1987 


Launching a New Seven-Year Plan 


B. C. Koh 





After two years of preparation, the Democratic Peo- 
ple’s Republic of Korea (DPRK) finally launched its third Seven-Year 
Economic Development Plan (1987-1993) in April 1987. For a number of 
reasons, this may well be the most pivotal of all economic plans the DPRK 
has thus far implemented. First, it may be the last economic plan over 
which President Kim Il Sung, who turned 75, will preside. Its outcome, 
therefore, may help shape Kim’s legacy. Second, it may test the mettle of 
his son and successor-designate, Kim Jong Il, who may play the role of its 
de facto helmsman from the outset. Finally, on the success or failure of 
the new plan may well hinge the viability of the North Korean regime 
itself; unless the DPRK can reinvigorate its sagging economy, it will face a 
legitimacy crisis of monumental proportions at home as well as a formida- 
ble challenge from the South. 


The Third Seven-Year Plan 


The long-awaited unveiling of the third Seven-Year Plan came during the 
second session of the Eighth Supreme People’s Assembly on April 21. The 
two-year delay in launching the new plan meant that its predecessor, the 
second Seven-Year Plan (1978-1984), had become a de facto nine-year 
plan. This was reminiscent of what had happened to the Six-Year Plan 
(1971-1976): it too was effectively extended for two years. New, however, 
were the relatively modest goals of the third Seven-Year Plan. The specific 
output targets of key items for the final year of the plan, 1993, were either 
identical to, or smaller than those that had been set for 1989. Nonetheless, 
the plan aims at increasing the gross industrial output 1.9 times, the gross 
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agricultural output 1.4 times, the national income 1.7 times, and the value 
of foreign trade 3.2 times.! 

The “basic task” of the new plan is to lay the “material and technical 
foundation for the complete victory of socialism” by pursuing the lines of 
(1) chuch’e (self-reliance), (2) modernization, and (3) science-orientation 
(kwahak-hwa). This would entail concerted efforts not only to develop 
science and technology rapidly but also to solve the problem of “clothing, 
feeding, and housing the people.” The annual output of textiles would 
increase from 800 million meters in 1986 to 1.5 billion meters in 1993. 
Grain production is slated to increase 50%—to 15 million tons a year by 
1993, of which “more than seven million tons” will be rice. The construc- 
tion of “modern dwelling houses for 150,000~200,000 households” every 
year is also planned. 

The annual output of electricity would increase from 60 billion kwh (kil- 
owatt-hours) to 100 billion kwh, that of coal from 70 million to 120 mil- 
lion tons, cement from 12 million to 22 million tons, and chemical 
products from 5 million to 7.2 million tons. Steel, however, would register 
a modest growth—from less than 8 million to 10 million tons, while the 
output of nonferrous metals would increase from 1.5 million to 1.7 million 
tons. To help increase agricultural output, North Korea hopes to reclaim 
300,000 hectares of tideland by 1993. Finally, the number of technicians 
and specialists would increase from one and a quarter million to over two 
million. 

How does Pyongyang propose to attain all these goals? Are there any 
indications that Pyongyang will follow in the footsteps of Beijing and 
loosen up its economy internally and open it up to the outside world? Ever 
since Secretary Kim Jong Il called for a stricter implementation of the 
“independent accounting system of enterprises” (kidp ui tongnip 
ch’aesanje) in March 1984, North Korea has been gradually strengthening 
the managerial autonomy of state enterprises and encouraging the use of 
economic criteria in decision making and material incentives vis-a-vis 
workers.? This, however, has not led to any notable diminution of party 
influence. In fact, in his report on the new Seven-Year Plan, Premier Yi 


1. For Premier Yi Kiin-mo’s report on the plan to the second session of the Eighth 
Supreme People’s Assembly, see Foreign Broadcast Information Service, Daily Report, Asia 
and Pacific, (hereafter FBIS, DR/APA), April 23, 1987, pp. D1-6; for reports and commenta- 
ries, see Asahi shinbun, April 22, 1987; Han'guk ilbo, April 23, 1987; and Vantage Point 
(Seoul), 10:5 (May 1987), pp. 16-19. 

2. FBIS, DR/APA, 23 April 1987, pp. D2-4. 

3. Komura Takeki, “Kita Chosen no dai-sanji shichikanen keikaku ga mezasu mono,” 
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64 ASIAN SURVEY, VOL. XXVIII, NO. 1, JANUARY 1988 


Kun-mo specifically cautioned against an overemphasis on economic man- 
agement and material incentives at the expense of “political work.” 

In agriculture North Korea has not measurably expanded the sphere of 
individual initiative. Not only does the basic framework of cooperative 
farms remain intact, the official rhetoric even underscores the need to con- 
vert cooperative farms to state farms. An increase in agricultural output is 
sought not through an increase in incentives, but through an expansion of 
cultivable land, mechanization, and the use of chemical fertilizers. 

The rhetoric of chuch’e nonwithstanding, Pyongyang’s basic develop- 
mental strategy can no longer be characterized as autarkic. Since 1984, 
when it enunciated a policy of expanding trade with virtually any and all 
states and enacted a joint venture law, the DPRK has increasingly sought 
contacts with the outside world. The results of Pyongyang’s open-door 
policy, however, have been meager, and all but one of the joint venture 
projects have been with Korean residents in Japan who support the 
DPRK. One such project unveiled in March 1987 involves a plan to rede- 
velop a gold mine in Unsan, North Pyongan Province. With an estimated 
deposit of 1,000 tons (valued at two trillion yen), the Unsan Gold Mine 
has the potential for producing enough gold to liquidate North Korea’s 
trade debt to Japanese firms totaling 60 billion yen. 

Pyongyang’s inability to service, let alone repay, its debts may help ex- 
plain its poor track record in attracting direct foreign investments. In Au- 
gust 1987 North Korea became the first country to be declared formally in 
default on international loans. Two syndicates representing 140 West Eu- 
ropean banks declared North Korea in default on loans of about $770 mil- 
lion. Although this was the first formal declaration of default, something 
approximating default had already occurred with respect to North Korea’s 
debts to Japanese firms. In September 1986 the Japanese Ministry of In- 
ternational Trade and Industry paid 30 billion yen in export insurance 
claims to Japanese firms to which North Korea owed trade debts. 

An unmistakable sign of Pyongyang’s growing openness was its stepped- 
up efforts to attract tourists. In 1986 North Korea opened its doors to 
tour groups from the West but excluded those from Japan, the United 
States, Taiwan, Israel, and South Africa. In July 1987 Pyongyang lifted 
the ban on Japanese tourists, and in October the first group of 39 Japanese 
tourists visited North Korea. 

Two sets of external actors are playing an increasingly critical role in the 
North Korean economy: the Soviet Union and the Korean residents in 
Japan. The Soviet Union is North Korea’s most important trading partner 
and principal source of economic, technical, and military aid. In 1987 
work was underway on 14 major Soviet-assisted industrial projects, includ- 
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ing a plan to build a nuclear power plant. Sixty-four major industrial 
projects have already been completed in the past four decades with Soviet 
aid.4 Meanwhile, Korean residents in Japan who are affiliated with 
Ch’ongnyon, the DPRK-oriented Korean Residents’ Federation, donated 
an 18-hole golf course, the first of its kind in North Korea, a stone-cutting 
factory, and a clothing factory. Additionally, two joint venture projects 
were inaugurated: the Unsan Gold Mine project and a plan to build a silk 
fabric factory in Pyongyang. Thus, while North Korea’s economic policy 
has clearly begun to change in the direction of openness, it still has a long 
way to go. 


Bolstering the Succession Arrangements 

Several developments on the domestic political scene could be viewed as 
symptoms of Pyongyang’s efforts to bolster the succession arrangements. 
First, two historical sites were dedicated to commemorate the accomplish- 
ments of Kim Jong IJ, one of which (a “secret camp of Mt. Paektu’’) was 
dedicated to Kim Il Sung as well. Second, Kim Jong Ils 45th birthday on 
February 16 was celebrated with more fanfare than in the past, and, for the 
first time, “he was feted at diplomatic corps banquets and received public 
birthday telegrams from a number of foreign leaders and from the central 
committee of the Soviet communist party.”° Third, Kim Jong I]’s inspec- 
tion tours continued to receive special attention in the press. Finally, on 
July 15 the party organ, Nodong sinmun, published a full text of remarks 
Kim Jong Il had made to high-ranking party cadres a year earlier in which 
he berated them for their failure to appreciate that the chuch’e ideology 
was the only ideology of the Workers’ Party of Korea (WPK). The 
delayed publication of this speech may have been intended to drive home 
Kim Jong Is role as the loyal guardian and fervent champion of his fa- 
ther’s ideological legacy. It may also bespeak the limits of the WPK’s 
ideological indoctrination. 

Kim Jong Il’s birthday celebrations, although lavish, were clearly 
eclipsed by those of his father two months later. At one event, a total of 
5,000 singers, dancers, and other artists performed before a select guest list 
of 6,000, including the Great Leader. Among the foreign guests represent- 
ing some 40 countries were four heads of state from Africa: Mengistu 
Haile-Mariam (Ethiopia), Lansana Conte (Guinea), Didier Ratsiraka 
(Madagascar), and Yoweri Museveni (Uganda). Former Cambodian head 
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of state Norodom Sihanouk, who maintains a quasi-permanent residence 
in North Korea, was also on hand. Neither Moscow nor Beijing sent any 
high-powered delegations, but both sent gifts. An account in the Japanese 
daily, Asahi shinbun, noted the extraordinary security precautions taken 
by the North Korean authorities. Foreign guests invited to a luncheon 
hosted by President Kim were asked to show their credentials seven times 
before being admitted to the Kimsusan Assembly Hall where the lunch- 
eon was held. Another noteworthy aspect of the festivities was the con- 
spicuous absence of Kim Jong Il. While he seemed to choreograph the 
celebrations of his father’s 70th birthday in 1982, he was nowhere to be 
found on April 15, 1987. 

The DPRK Administration Council, North Korea’s cabinet, was re- 
structured and reshuffled in 1987. The first reorganization actually oc- 
curred in December 1986 during the first session of the Eighth Supreme 
People’s Assembly: the number of ministries increased from 11 to 16, and 
that of commissions decreased from 15 to 14. Most important, Yi Kun- 
mo replaced Kang Song-san as Premier of the Administration Council.® 
Then in October 1987, the number of ministries increased to 17 and com- 
missions declined to 13. Nearly all of these changes pertained to organs 
charged with economic or industrial functions. Pyongyang, in short, ap- 
peared to be groping for ways to rationalize its structural framework for 
the implementation of the new Seven-Year Plan. The 31 individuals who 
headed cabinet-level agencies in Jate 1987 included two women: Chair of 
the External Economic Commission Kim Bok-sin and Minister of Finance 
Yun Ki-jéng. Mrs. Kim Bok-sin is also a candidate member of the WPK 
Politburo. 


Quest for Dialogue with Seoul and 
Washington 
The year 1987 marked the 15th anniversary of the publication of the 
North-South joint statement spelling out the principles of Korean reunifi- 
cation to which both Seoul and Pyongyang subscribed. It was therefore 


6. Yi Kiin-mo served as director of the WPK Central Committee’s Cultural and Arts 
Department in 1967, which is noteworthy in view of Kim Jong Ils special interest in these 
fields. He then served as Minister of Second Machine Building for three years. In 1972 he 
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came a full member of the WPK Politburo, a deputy premier, and chairman of the people’s 
committee of South Pyongan Province. In 1980 he became the party secretary of Nampo, 
playing a key role in the construction of the Nampo (later renamed West Sea) Locks. Kita 
Chosen kenkyu, 11:75 (November 1980), pp.22-23; Komura, “Kita Chosen no dai-sanji 
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fitting that new attempts were made by both sides to resuscitate the mori- 
bund dialogue. Pyongyang clearly appeared to be on the offensive and 
actually began its new compaign two days before the new year dawned. In 
a speech to the first session of the Eighth Supreme People’s Assembly on 
December 30, 1986, President Kim Il Sung proposed that high-level polit- 
ical and military talks be held between the two Korean states to discuss 
such issues as (1) ceasing mutual vilification, (2) promoting multifarious 
collaboration and exchanges, (3) reducing arms and stopping the arms 
race, (4) turning the DMZ into a peace zone, (5) ceasing all large-scale 
military exercises, (6) strengthening the powers of the Neutral Nations Su- 
pervisory Commission, and (7) setting up a neutral nations supervisory 
force consisting of troops from Czechoslovakia, Poland, Switzerland, and 
Sweden to preserve peace in the DMZ. Kim also reiterated Pyongyang’s 
proposal for tripartite talks.’ 

Pyongyang formally transmitted this proposal on January 11 in a letter 
cosigned by Premier Yi Ktin-mo and Defense Minister O Jin-u and ad- 
dressed to their counterparts in the South. Upon Seoul’s refusal to send 
representatives to Panmunjom to receive the letter, Pyongyang broadcast 
its contents over the radio. On January 30 Pyongyang sent a second letter 
calling on Seoul to respond positively to the proposal. Seoul replied on 
February 14, rejecting the proposal and calling instead for resumption of 
the suspended economic and Red Cross talks. On February 28 Pyongyang 
sent a third letter in which it indicated for the first time a willingness not 
only to resume the suspended talks but also to discuss the Kimgangsan 
Dam construction (which Seoul claims poses a security threat to the 
South), provided high-level political and military talks are convened. The 
revised proposal, in Pyongyang’s view, would accommodate the concerns 
of both sides.® 

On March 17 Seoul made a counterproposal: it would be willing to hold 
a conference of prime ministers provided talks on the Kimgangsan Dam 
issue were convened and the suspended economic and Red Cross talks 
were resumed first. On March 30 Pyongyang sent a letter accepting the 
proposal for prime ministerial talks without mentioning Seoul’s precondi- 
tions. In other words, Pyongyang would agree to the holding of prime 
ministerial talks in conjunction with the resumption of the suspended 
talks; the two must occur simultaneously. Furthermore, Pyongyang indi- 
cated that the Kimgangsan Dam issue could be discussed in the prime 
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ministerial talks. Seoul rejected Pyongyang’s latest proposal on April 10, 
insisting that the preconditions must be carried out. Pyongyang, however, 
stuck to its position and accused Seoul of insincerity. In Pyongyang’s 
words, “the conclusion we have reached from our experience of the last 
several months is that the South Korean authorities are devoid of even an 
iota of national conscience and of any interest in peace.” Pointing out that 
it had made sincere efforts to break the impasse by making proposals in the 
midst of the ROK-U.S. joint military exercise, Team Spirit ’87, and by 
bending over backwards to accommodate Seoul’s concerns, Pyongyang 
stated that it had reached the limits of its patience and would not “beg for 
dialogue” any more.’ 

Nonetheless, Pyongyang did come up with another proposal on July 
23—a proposal for a multinational conference on arms reduction in March 
1988 in Geneva at which North and South Korea and the United States 
would negotiate various measures for reducing arms and military tension 
on the Korean Peninsula, with the four members of the Neutral Nations 
Supervisory Commission participating as observers. What Pyongyang 
wants is a phased reduction of arms and troops in Korea beginning in 
1988. By 1992 the troop strength of each Korean state would be reduced 
to 100,000. Meanwhile, Pyongyang wants a gradual reduction in the U.S. 
military presence in the South, with its total removal by 1992. Pyongyang 
also reiterated its earlier proposal for restablishment of a neutral nations 
supervisory force. Finally, it announced that the DPRK would unilater- 
ally reduce its armed forces by 100,000 by the end of 1987. The proposal 
was rejected outright by both Seoul and Washington. !° 

It was now Seoul’s turn to make a counterproposal. On August 3 it 
suggested a meeting of foreign ministers of the Korean states to discuss the 
whole range of issues between the two sides—the resumption of suspended 
economic and Red Cross talks, the issue of the KUmgangsan Dam, arms 
reduction, the question of holding prime ministerial talks and, eventually, 
summit talks. Seoul suggested that such a meeting could take place in 
New York in September after the convening of the 42nd session of the 
U.N. General Assembly or at any other mutually convenient place and 
time. On August 6 Pyongyang countered by proposing a tripartite foreign 
ministerial meeting—that is, the addition of the U.S. Secretary of State to 
the list of full-fledged participants. Neither Seoul nor Washington showed 
any interest in the idea. 

Pyongyang’s desire to have such a conference needs to be understood in 
the context of a significant change in Washington’s policy toward it. In 


9. Ibid., pp. 15-17. 
10. Ibid., no. 54 (September 1987), pp. 1-5. 


NORTH KOREA 69 


March the U.S. State Department authorized American diplomats to con- 
duct “substantive conversations” with North Korean officials “at recep- 
tions and parties and in other ‘neutral’ locations.”!! In July Gaston Sigur, 
Assistant Secretary of State for East Asian and Pacific Affairs, explicitly 
referred to the “Democratic People’s Republic of Korea” a number of 
times in a speech outlining U.S. policy toward Korea. He called on the 
DPRK to accept the proposal of the International Olympic Committee on 
the sharing of the 1988 Summer Olympic Games by Seoul and Pyongyang 
and to resume dialogue with Seoul. Although Washington’s new gestures 
were designed to promote, and were contingent upon, the resumption of 
dialogue between the two Korean states, Pyongyang appeared to raise its 
expectations, believing that a possible breakthrough was on the horizon. 
Disillusioned by meager results, Pyongyang later complained that what 
Washington really sought to accomplish was an escalation of ‘“‘cross con- 
tacts.” This, according to Pyongyang, was demonstrated by Washington’s 
request to socialist countries for reciprocal measures toward Seoul. 1? 


Quest for Equidistance 

Finally, we should note Pyongyang’s quest for equidistance between Mos- 
cow and Beijing. Since May 1984, when President Kim Il Sung visited the 
Soviet Union for the first time in 23 years, relations between the two coun- 
tries have improved markedly, and Kim’s visit to Moscow in October 1986 
symbolized the strength of the relationship. As noted earlier, the Soviet 
Union has become all but indispensable to Pyongyang’s economic modern- 
ization program. Security cooperation between the two countries also has 
been conspicuously upgraded in the past few years. 

It was against this background that Kim I! Sung made a five-day official 
visit to the People’s Republic of China in May. (Kim’s last official visit to 
the PRC had been in September 1982.) Kim was accompanied by Vice- 
President Yi Chong-ok, Deputy Premier and Foreign Minister Kim Yong- 
nam, and Politburo member Hò Dam. Conspicuously missing in his en- 
tourage were military leaders and economic experts. H6 Dam is believed 
to be the DPRK’s top expert on inter-Korean relations. All this suggests 
that Kim’s primary goal was to consult with the Chinese leadership about 
inter-Korean relations and, especially, about Washington’s intentions to- 
ward the DPRK. Additionally and perhaps more importantly, the visit 
may have been intended to assuage Betjing’s fears about Pyongyang’s 
growing ties with Moscow and to reaffirm the traditional Sino-Korean 


11. New York Times, March 10, 1987. 
12. Choguk P’yoénghwa T’ongil Wiwonhoe sdgiguk t’ongbo. no. 54 (September 1987), p. 9. 


70 ASIAN SURVEY, VOL. XXVIII, NO. 1, JANUARY 1988 


friendship, a friendship that is said to be “sealed in blood.” Kim Il Sung 
had three rounds of talks with Deng Xiaoping, two rounds with Zhao 
Ziyang, and one with Li Xiannian. The meetings were featured promi- 
nently in the Chinese press, and a photograph of Kim and Deng embrac- 
ing each other made the front pages of both Renmin Ribao and Beijing 
Review. 

In sum, the most notable event for North Korea in 1987 was the formal 
inauguration of the third Seven-Year Economic Plan. The extent to which 
Pyongyang succeeds in meeting the Plan’s goals is likely to affect not only 
the well-being of the North Korean people but also the prospects for a 
smooth transition to the post-Kim Il Sung regime under Kim Jong Il. 





TAIWAN IN 1987 
A Year of Political Bombshells 


James D. Seymour 








Politically, the year 1987 saw unprecedented develop- 
ments in Taiwan. Martial law was ended on the island, several political 
parties were formed—although they are not yet legal—and media restric- 
tions seemed to be less stringently enforced. In a sensational step, the Jn- 
dependent Evening News—Taiwan’s one nonpartisan newspaper—illegally 
sent two reporters to the mainland and printed their stories.! Nothing so 
dramatically bespoke the changing times. For Taiwan’s mixed economy, 
with some state/party monopolies and considerable state/party ownership 
of other enterprises, 1987 was more of the same. In other words, business 
has been booming. Early in the year it was reported that Taiwan’s real 
GNP surged by almost 11% in 1986. While the longer term record has 
not been quite that good, Taiwan still has had Asia’s highest growth rate, 
with the possible exception of Hong Kong and Singapore.’ 


Economy: The Beat Goes On 
Although for some time the trend has been toward privatization, more 
than a fourth of the shares of companies traded on the Taiwan Stock Ex- 
change are still government-held. The bureaucracy makes heavy demands 
on the private sector, but it is ready to step in when companies (especially 
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1. The two risked a three-year prison term. A criminal charge against them is still pend- 

ing. All members of the Independent Evening News staff have been barred from leaving Tai- 
wan for two years. 
, 2. Between 1970 and 1981 Taiwan's GDP grew at a rate of 9.3%, compared with 5.5% for 
China and 9.9% for Hong Kong. In terms of per capita GNP, Taiwan’s average annual 
growth rate was 6.8% between 1965 and 1985, slightly behind Singapore but ahead of the rest 
of Asia. 
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the politically favored) encounter trouble.? But it is the private sector that 
has been the driving force behind the island economy, which has been 
aptly termed a miracle. Taiwan’s unemployment rate stood at only 1.92% 
in 1986. Because in the past they have not been permitted to organize, 
Taiwan’s industrial workers receive less than US$3 per hour. Still, their 
condition has slowly been improving. Wealth is more evenly distributed 
than in most societies, with average household income at about US$12,000 
in 1986. Farm families earned somewhat less ($9,057), and the aborigines 
are the most disadvantaged group. According to official statistics, 20% of 
government expenditures are for social welfare, and 30% of the population 
is covered by some form of social insurance. 

The various political parties have paid increasing attention to labor is- 
sues. For its part, the Nationalist Party—Kuomintang (KMT)—empha- 
sizes harmony between labor and management, but also calls for salary 
increases. The Labor Department, which had been part of the Ministry of 
the Interior, has been replaced by a separate Labor Committee, which will 
oversee any strikes. These presumably are legal since the lifting of martial 
law, though the government still insists that they “not be allowed if they 
hamper production.”* There is no plan to raise the seldom-enforced mini- 
mum wage ($230 per month), because it would mean “the expulsion of 
women and children from the labor market.”> Though somewhat more 
forthright on these matters, the Democratic Progressive Party (DPP) is 
also moderate on labor issues. 

Throughout 1987 the island’s financial system was extremely liquid. Be- 
cause of foreign exchange controls® and low interest rates, people have had 
few attractive alternatives for parking idle cash. Even by world standards, 
the Taipei stock market’s three-fold increase during the first nine months 
of the year was phenomenal. It did suffer a 39% correction in October— 
not waiting for the worldwide “meltdown Monday,” when it scarcely 
missed a beat. 

The declining U.S. dollar relative to Tatwan’s currency, which went 
from 40 to under 30 per dollar between September 1985 and October 1987, 
hurt exports to the United States, but this did have the positive effect of 
forcing exporters to diversify. Exports to Japan (whose currency appreci- 


3. On the rescue of the China Shipbuilding Corporation, see Fur Eastern Economic Review 
(hereafter FEER), September 17, 1987, p. 66. 

4. Minister of Economic Affairs Lee Ta-hai, quoted in China Post, July 20, 1987. 

5. Labor Committee Director Cheng Shui-chih, quoted in Hong Kong Standard, August 
19, 1987. 

6. Actually, there are well-oiled black and “jewelry” markets to circumvent these controls. 
See FEER, October 8, 1987, p. 87. Exchange restrictions also have eased somewhat in recent 
years. 
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ated), Europe, and Hong Kong did very well. Taiwan now even has an 
export surplus with New Zealand, reversing the historic trade pattern. 
Worldwide, during the first nine months of 1987, Taiwan had a $16 billion 
trade surplus. 

Largely under pressure from the United States, steps have been taken to 
encourage imports. Import duties have been reduced, causing revenue 
from customs to drop from 21.8% in 1980 to 15.9% in 1986, a trend that 
doubtless will continue. In November 1987 it was announced that tariffs 
on 3,575 items would be cut an average of 50%. Other steps included 
easing import restrictions and making Export-Import Bank loans available 
to U.S. exporters. These efforts achieved some results, and for the first 
three quarters of the year Taiwan claimed the world’s highest import 
growth rate. The hope is that such successes will head off U.S. congres- 
sional protectionism. For its part, Washington was pushing Taipei not 
only to open up its markets but also to increase domestic investment and 
consumption, and to revalue its currency upwards. Unfortunately, the 
outlook for balance in U.S.-Taiwan trade relations is poor, for soon Tai- 
wan will probably export automobiles and Japanese-brand products made 
in Taiwan. Furthermore, unlike Japan, Taiwan’s exports of U.S.-brand 
products have actually been promoted by American corporation managers 
who have little stomach for returning to the expensive U.S. labor market. 

July’s long-resisted relaxation of foreign exchange controls, combined 
with the rising local dollar, caused considerable turmoil in currency mar- 
kets, requiring the government to occasionally freeze banks’ overseas lia- 
bilities. The practice of banks dumping U.S. dollars on the spot market 
obliged the government to add to its dollar reserves—one of the world’s 
largest, reaching an astonishing $72 billion by November 26 (compared 
with a foreign debt of only $2.4 billion). These funds, nearly all denomi- 
nated in U.S. dollars, have depreciated severely. 

Taiwanese have continued to invest abroad, primarily in the United 
States, Malaysia, and Thailand. During the first nine months of the year, 
US$1.87 billion of such investment was approved, more than double the 
comparabie period in 1986. There would doubtless be much more foreign 
investment if it were not so difficult for Taiwanese to leave the island. 
Under the circumstances,’ it is difficult to manage overseas investment. 
Foreign investment in Taiwan continued at almost as high a rate. In 1986 
the amount was US$770 million, a figure which might double for 1987. 
Much of the new money is going into Taiwan’s fabulous electronics indus- 


7. In general, men under thirty may not leave Taiwan. After one obtains a passport 
(which is not automatic), two or three weeks are required to get an exit permit (if one is 
granted at all), and it must be reconfirmed at departure time. 
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try, while other funds are headed for the service and consumer sectors 
where there is a ready market fueled by an affluent public. Nervous Hong 
Kong investors find Taiwan particularly attractive. 

Taiwan’s trade with the People’s Republic of China (PRC) continued to 
be illegal throughout 1987, but the law (which has been enforced errati- 
cally, often applied to political dissidents®) was increasingly ignored. Dur- 
ing the first half of 1987 the two-way trade amounted to an estimated 
- US$670 million, 2% of Taiwan’s total trade. The balance was in Taiwan’s 
favor by almost 4:1—it is easier to export illegally than to import inas- 
much as the imports must be marketed. In the long run, the two lands 
would appear to be natural trading partners; Taiwan needs China’s natu- 
ral-resource and agricultural products, and the PRC stands to benefit from 
Taiwan’s advanced industrial products and services. 


Politics: The Great Turning Point? 
Although much symbolism surrounds the legislature, it has only a small 
number (16%) of members elected by the people of Taiwan. The overall 
political system is basically Leninist, with decisions made by the National- 
ist party. More precisely, decisions are made by the party’s chairman, 
Chiang Ching-kuo. It was Chiang, acting in that capacity, who handed 
down the year’s unprecedented reforms. 

Most conspicuous among these was the July 14 suspension? of the 38- 
year-old jieyan, variously translated as “martial law” or “emergency de- 
cree.” This was, at the very least, a major propaganda coup, applauded on 
editorial pages around the world. Less widely noted was the continuance 
of other repressive regulations and the enactment of a tough new one, the 
“National Security Law for the Period of Rebellion Suppression.”!° A 
planned law on demonstrations would provide for two years forced labor 
for insulting or slandering the government. Some of the 25,000 agents of 
the Taiwan Garrison Command, which had administered the martial law, 
appear to have been transferred to civil agencies where they could continue 
to engage in much the same type of activity. At any rate, after a brief 


8. Among those serving long prison terms, ostensibly for trading with the PRC, are Yen 
Cheng-hui, Kuo Hsiang-hsing, Nien Chao-nan, Chen Kuo-hsun, Huang Chun-jung, and Ho 
Yi-chang—all political cases. Other businessmen have continued to be imprisoned for trad- 
ing with the PRC as recently as September 1987. 

9. Actually, martial law has not been abolished but only lifted for the island of Taiwan, It 
remains on the books and in effect for China and Mongolia, in theory, and for Quemoy and 
Matsu—to the dismay of the islanders—~in practice. Though some people imprisoned under 
martial law were released this year, others (at least 30) remain in prison. 

10. Translation of the text appears in Taiwan Communique, September 1987 (POB 91542, 
2509 EC, The Hague, Netherlands), pp. 6-8. 


TAIWAN 75 


summer holiday, the authorities returned to their practice of imprisoning 
their critics,!! and the media (largely KMT-controlled) began reminding 
the public of the range of penalties for “‘sedition”—five years imprison- 
ment to death. 

Still, the reforms would appear to be far from meaningless. Whereas 
any attempt to form an opposition party once brought a long prison term, 
there are now five such nonlegal parties. The largest is the Democratic 
Progressive Party with 6,000 members, as compared with 2.2 million in 
the KMT. Formed in September 1986 as a centrist party, it has been se- 
verely fragmented. Yao Chia-wen, a lawyer, was chosen party head in 
November. One of many political prisoners released in 1987, Yao is fairly 
militant (favoring the “mass” or “street” rather than “parliamentary” ap- 
proach to politics), but apparently he was satisfactory to the moderates. 

Parties organized in 1987 include the ultra right-wing Democratic Free- 
dom Party, the somewhat more moderate China Democratic Justice Party, 
the tiny Kaohsiung-based Democratic Liberal Party, and the Labor Party. 
The latter intends to promote causes often neglected by the other parties— 
workers’ rights, social welfare, environmentalism, feminism, and interests 
of ethnic minorities. In the future the authorities may legalize some or all 
of these parties, but for now they exist at the sufferance of the president 
and are effectively precluded from any significant political role. 

The broadcast media are still monopolized by the KMT and, like the 
press, regularly used to defame its critics. However, coverage is not quite 
as unfair as was the case when the broadcast media were controlled by 
Chiang Hsiao-wu, son of Chiang Ching-kuo. Opposition magazines also 
appear occasionally, but usually are short-lived. ! 

Taiwan’s political reforms have been orchestrated personally by the 
popular Chiang Ching-kuo, who is very much in control despite his preca- 
rious health. To some extent he has reacted to a rising tide of pressure for 
reform, and there is no rival or inhibiting power center. The once-power- 
ful National Security Agency lacks its former clout. The amorphus 2.2- 
million-member Kuomintang is a useful tool for its leader, but the organi- 
zation as a whole is no longer able to take political initiatives. Such a 
system cannot survive the leader, who may be the last of his dynasty. 


11. The most notable arrests were Hsu Tsao-te, for advocating Taiwan independence, and 
Presbyterian minister Ts’ai Yu-chuan, who had presided over a meeting of former political 
prisoners. Both had been in prison before for political reasons. Earlier there had been two 
other “civilian” sedition trials, including that of Liu Teh-chin (a refugee from the PRC), who 
received a 5-year sentence in September. 

12. For a review of the state of opposition political magazines, see the September 1987 
issue of Taiwan Communiqué, pp. 22 f. 


76 ASIAN SURVEY, VOL. XXVIII, NO. 1, JANUARY 1988 


Thus, efforts are underway to revitalize the party. The naming in July of 
Lee Huan, a moderate pragmatist as KMT secretary general is intended as 
a step in this direction. However, Lee has a long way to go before the 
party can stand up to the military establishment. For the moment the 
army has been tamed, but it could be unleashed by the death of Chiang 
Ching-kuo. 

Always looming large is the issue of relations, or nonrelations, with the 
PRC. Now, in what was probably the year’s most important decision, 
most of Taiwan’s “mainlander” minority are being allowed to visit the 
PRC. Taiwanese, who comprise between 85% and 90% of the population, 
are not supposed to be affected because they do not have close relatives 
there. However, the authorities do not appear intent on enforcing this ex- 
clusion uniformly. Indeed, they are gambling that greater interest in 
China will head off the burgeoning Taiwan independence movement. In a 
related move, nonsensitive works by mainland writers are expected to be 
legally circulated in Taiwan. All this is part of the trend toward demilita- 
rization of the PRC-Taiwan confrontation. Lee Huan has called instead 
for “political war.” The KMT, he says, is no longer intent on replacing the 
Communist party, but will only “push for political reforms, freedom of the 
press and economic liberalizations.”’}? 

In relations with other countries, Beijing has been gradually outmaneu- 
vering Taipei. No longer having formal diplomatic relations with many 
countries, Taiwan has placed great emphasis on unofficial and propaganda 
efforts. In October the government’s English-language Free China Journal 
began publishing an American edition, supplementing the many KMT- 
controlled overseas Chinese-language newspapers. More important, the 
authorities continued to screen foreign reporters and scholars carefully 
before allowing them onto the island. Indeed, people who can be counted 
on to report “correctly” are lavished with invitations and perquisites, 
while those (including the present writer) who go for balanced coverage 
are denied visas. At least one American was expelled from the island in 
1987 for political reasons.'4 Thus, there are hardly any full-fledged foreign 
reporters in Taiwan,!> and it receives little attention in the international 


13. Agence France Presse in Foreign Broadcast Information Service, Daily Report, China, 
September 9, 1987, p. 43. 

14. Eric Hoyer Scott, a language student from Washington state, had been arrested for 
cutting barbed wire intended to prevent a political demonstration. The authorities gave this 
matter considerable publicity (sometimes implying that Scott was a vagrant), apparently as a 
warning to others that they should not become too close to the political opposition. 

15. The main exception in 1987 was the Far Eastern Economic Review's Carl Goldstein, 
although in the past the journal has often been unable to maintain a reporter in Taiwan. 
Other news magazines tend toward outside or anonymous writers. See, for example, “Tai- 
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mass media. Most foreign writers there are “stringers” who live in Taiwan 
for personal reasons; what little they write must involve considerable self- 
censorship in order not to jeopardize their visa status. 

Although the Taiwan authorities have government-to-government rela- 
tions with few countries,'© they have been quite resourceful in conducting 
the affairs of state by unorthodox means. Cultural exchanges and propa- 
ganda efforts have served to enhance the government’s image. The darker 
side of such efforts, such as conducting disinformation campaigns about 
writers who are too independent, have less positive results. The counter- 
productivity of withholding Taiwan visas from many overseas Taiwanese 
and “unreliable” foreign scholars is gradually being realized. Also, there 
has been less emphasis on eliminating dissidents abroad by working 
through international underworld gangs, such as the Bamboo Union and 
Ghost Shadows, in the wake of the bad publicity over the officially ap- 
proved murder in 1984 of political writer Henry Liu in California. (In- 
deed, that appears to be the last of the Kuomintang’s political murders.) 

In short, the year 1987 has the potential for being a major turning point 
in Taiwan’s history. It will prove to be such a landmark year if the regime 
carries through with the promised reforms, including democratizing the 
legislature, replacing martial law with an independent legal system, ending 
party domination of the media and educational institutions, and in general 
creating an even playing field for competitive politics. Most of all, success 
requires greater foresight and skill in handling Taiwan’s external politics 
than any political group has yet demonstrated. 


wan: Too Rich to Stay a Lonely Beacon,” in The Economist, March 18, 1987, written by "a 
special correspondent.” 

16. Taiwan enjoys formal diplomatic relations with only 23 countries (the most significant 
being Saudi Arabia, South Korea and South Africa), but claims membership in 692 interna- 
tional organizations. In the past, in order not to compromise its “sovereignty” over China 
and Mongolia, the authorities generally refused to participate in intergovernment organiza- 
tions under any name other than “The Republic of China.” In 1987 this position softened. 
Not only were Taiwanese athletes permitted to participate in the Olympics under the label 
“Chinese Taipei,” but Taiwan did not withdraw from the Asian Development Bank when the 
government’s name was changed to “Taipei, China.” Financial contributions to the Bank 
probably will cease. See China Post, June 2, 1987. 





MONGOLIA IN 1987 
Out From the Cold? 


Kenneth Jarrett 








Mongolia made a big splash in Western media in 1987. 
The year began with two dramatic announcements: on January 15, the 
Soviet Union announced its intention to withdraw one of five Soviet divi- 
sions stationed in Mongolia, and on January 27, Mongolia and the United 
States announced the establishment of diplomatic relations. 

This high media profile was not sustained throughout the year, but 
Mongolia did maintain greater visibility on the international scene in 1987 
than during most past years. The usual parade of visitors traveled to and 
from the Soviet Union and Eastern Europe, and a conference of Asian 
Communist parties was held in Ulaanbaatar. However, in an important 
sign of diversification, Foreign Minister Dugersuren traveled to Japan and 
Australia. Mongolia also hosted visits by the United Nations Secretary- 
General, the President of the International Olympics Committee, and a 
delegation from China’s National People’s Congress. Of significance on 
the domestic side in 1987, was heightened concern in Moscow over better 
utilization of Soviet economic assistance to Mongolia, which ranks among 
the highest per capita in the world. 


External Relations 
The U.S. and Mongolia. Secretary of State George P. Shultz and 
Mongolia’s Permanent Representative to the United Nations Gendengiin 
Nyamdoo marked the opening of diplomatic relations at a Washington 
ceremony on January 27. They signed a six-point Memorandum of Un- 
derstanding in which the two governments agreed to facilitate the early 
establishment of diplomatic missions and the development of trade, travel, 
and cultural exchanges. The United States thus became the 101st country 


Kenneth Jarrett is a Foreign Service Officer currently assigned to 
the Office of Chinese and Mongolian Affairs, U.S. Department of State. The views in this 
article are the author’s and do not necessarily represent those of the U.S. government. 
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to establish diplomatic relations with the Mongolian People’s Republic 
(MPR). 

The United States had been prepared to set up diplomatic ties with the 
MPR since at least 1973, when the two governments began formal negotia- 
tions toward that end. Before that time, on the U.S. side, there were two 
main obstacles to normalization: Nationalist Chinese territorial claims 
over Mongolia, and the view that Mongolia was less a sovereign state than 
another republic of the Soviet Union. Nationalist Chinese objections 
(which were given a fresh public airing after January 27) became less im- 
portant after President Nixon’s 1972 visit to the People’s Republic of 
China because the PRC had recognized the MPR as an independent state 
in 1949. Reservations concerning the bona fides of Mongolia’s autonomy 
also receded as the United States, particularly under the Carter adminis- 
tration, sought to establish and maintain normal diplomatic relations with 
all countries without implying either approval or disapproval of a coun- 
try’s policies. Why then did negotiations between the United States and 
Mongolia fail during the 1970s but enjoy such quick success in 1987? 

For Mongolia, the long-desired diplomatic relations were important for 
reasons of prestige and as an affirmation of its sovereign status, as the U.S. 
was the last major power to withhold diplomatic recognition relations. By 
the time Washington was seriously prepared to explore taking this step, 
clashes had occurred on the Sino-Soviet border, tensions between Moscow 
and Beijing were at high levels, and Moscow was upset by the Nixon ad- 
ministration’s success in developing an opening to China. Whether or not 
Moscow acted to block the establishment of U.S.-MPR relations in the 
1970s, as was speculated at the time, conditions were not ripe then for the 
United States to establish a mission in Mongolia. 

By the time of Gorbachev’s Vladivostok speech in July 1986, tensions 
along the Sino-Soviet border had subsided markedly, and both Moscow 
and Beijing were displaying interest in expanding their ties. In these more 
relaxed conditions, Gorbachev’s speech may have provided the Mongols 
with just the opening they were looking for. At Vladivostok, Gorbachev 
made clear that the Soviet Union considered itself an Asian power and 
intended to play an active role in Asian affairs. He sought to demonstrate 
Moscow’s willingness to deal with Asian countries as equals and seek im- 
proved relations with all states in the region. It was consistent with these 
new efforts and the open tone of the speech for Mongolia to establish ties 
with the United States. As a consequence of Gorbachev’s new Asian poli- 
cies, Mongolia seemed headed for a more visible role on the world scene, 
and in this capacity, a Mongolia accepted by the United States would be a 
more convincing advocate for Soviet initiatives in Asia. 
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With the establishment of diplomatic relations, the United States and 
Mongolia took the first tentative steps to build the foundation for their 
new relationship. State Department officials made several trips to 
Mongolia to discuss the opening of an embassy (which will become Ulaan- 
baatar’s 18th diplomatic mission), exchange ambassadors, and expand cul- 
tural, educational, and economic ties. In July, a delegation from the 
American Council of Learned Societies and the International Research 
and Exchanges Board held talks in Ulaanbaatar on a reciprocal exchange 
agreement. In August, the Mongolians rolled out the red carpet for Sena- 
tor Alan Cranston, the first distinguished American visitor since the 1962 
visit of Supreme Court Justice Douglas. In another first, Secretary of State 
Shultz met with Mongolian Foreign Minister Dugersuren in New York in 
September during the U.N. General Assembly session. And in October, 
the Mongolian State Folk Song and Dance Ensemble completed a success- 
ful 30-day tour of the United States. 

Other areas showed little or no change. Two-way trade has been minus- 
cule, mainly Mongolian exports of animal hair, and is not likely to grow 
quickly. Trade during the first six months of 1987 reached only $1.6 mil- 
lion. Secondly, Mongolia, faithful to the Soviet foreign policy line, contin- 
ued its frequent criticisms of U.S. policies. 


Sino-Mongolian relations.! Here too, the picture in 1987 was one of im- 
provement. China and Mongolia signed trade protocols in March and in 
August, calling for a total border trade between Inner Mongolia and the 
MPR of $2.43 million, a sizeable projected increase from the 1985 actual 
total of $412,000, the first year of resumed border trade. On June 6, the 
two governments initialed an agreement detailing border regulations and 
ways to handle disputes. After a suspension of twenty years, Mongolia 
and China renewed scientific and technological cooperation with the sign- 
ing of a cooperation agreement in the fields of animal husbandry, energy, 
and building material. 

The tempo of cultural and sports exchanges also picked up, but the most 
important exchange was the June 18-25 goodwill visit to Mongolia of a 
delegation from China’s National People’s Congress (NPC) that restored 
ties between the two countries’ parliamentary bodies. The delegation was 
led by Peng Chong, vice-chairman of the NPC Standing Committee, and 


1. A survey of Sino-Mongolian relations is provided in Elizabeth Green’s “China and 
Mongolia,” Asian Survey, 26:12, December, 1986, pp. 1337-1363. 

2. Xinhua, August 9, 1987, in Foreign Broadcast Information Service, Daily Report/China 
(hereinafter, FBIS, DR/CHI), August 11, 1987, p. D2; also July 8, 1987, p. D12; Alan Sand- 
ers, “Mongolia Improves Relations with China,” Far Eastern Economic Review (hereinafter 
FEER), July 9, 1987, pp. 24~25. 
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hosted by Bat-Ochiryn Altangerel, chairman of the Great People’s Hural, 
Mongolia’s parliament. Peng met with Mongolian leader Jambyn 
Batmonh, who reaffirmed the MPR’s intent to “pursue a line aimed at 
restoring and developing friendly relations with the neighboring PRC.’ 
During his trip Peng also noted the potential for expanded bilateral ties 
and apparently avoided comment on Soviet troop presence in Mongolia. 
In a report made to the NPC after his return, Peng called for more ex- 
changes between China and Mongolia, and as a first step the NPC invited 
Altangerel to visit China. China also invited Deputy Foreign Minister 
Yondon to visit Beijing, to reciprocate the August 1986 visit of PRC Vice 
Foreign Minister Liu Shuqing. Although Yondon did not make the trip in 
1987, he is likely to do so in 1988. 


The Soviet relationship. The withdrawal of a Soviet motorized rifle divi- 
sion from Mongolia is the most concrete action so far to result from 
Gorbachev’s Vladivostok speech. Withdrawals began on April 16 and, 
according to Soviet officials, were completed in early June.* This 25% 
drawdown of the approximately 60,000 Soviet troops in Mongolia still left 
the USSR with a substantial troop presence in the MPR. Nonetheless, it 
was a gesture that could not escape Beijing’s notice, particularly in con- 
trast to the October 1986 withdrawal of Soviet troops from Afghanistan, 
which Beijing (and others) denounced as a sham. 

We cannot be certain of Mongolia’s attitude toward the troop withdraw- 
als, nor do we know to what extent Moscow consulted with Ulaanbaatar 
on the decision. In one of the first official Mongolian reactions after 
Gorbachev’s Vladivostok announcement, Dugersuren was decidedly luke- 
warm in his support. Speaking before the meeting of nonaligned countries 
in September 1986 in Harare, he emphasized that the Soviet Union only 
planned to reduce, not withdraw, its troops. A Mongolian government 
communique issued after Moscow’s January 15th announcement claimed 
that the withdrawal had been made at the request of the MPR govern- 
ment. The communique, perhaps as a gentle reminder to Moscow, also 
noted that cooperation between the armed forces of Mongolia and the So- 
viet Union: “has always been and will continue to be a reliable guarantee 
of the MPR’s independence and sovereignty, and is an expression of the 
adherence of the Mongolian and Soviet peoples and governments to the 
Allied Treaty of Friendship, Cooperation and Mutual Assistance.” 


3. Montsame (the Mongolian News Agency), June 24, 1987, in FBIS, Daily Report/East 
Asia (hereinafter DR/EAS), June 25, 1987, p. B3. 

4. Kyodo, Moscow, April 2, 1987; TASS, June 8, 1987. 

5. Unen (the party newspaper), January 16, 1987. 
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Aspects of Dugersuren’s January 29-February 2 official visit to Moscow 
also suggest Mongolian sensitivities on the subject, and that the troop 
question might have arisen as a point of contention. At a luncheon in 
Dugersuren’s honor, Foreign Minister Shevardnadze made no reference to 
the withdrawal, although he did mention the troop pullout from Afghani- 
stan. According to Soviet press reports, Dugersuren’s remarks at the same 
luncheon also overlooked the withdrawal decision, and coverage of his 
meeting with Gromyko and the contents of a joint statement issued at the 
visit’s end show a similar omission. The only public reference to the mat- 
ter occurred at a closing press conference when a specific question was put 
to Dugersuren,® who responded with brief remarks endorsing its with- 
drawal. Other Mongolian officials, however, characterized the withdrawal 
in a more positive light. At a mid-January press conference in Ulaan- 
baatar, Deputy Foreign Minister Yondon said that the Soviet Union would 
be asked to withdraw additional troops if the security situation improved 
and no longer required their presence. Deputy Foreign Minister Olzvoy 
made the same point in March at a United Nations seminar on disarma- 
ment held, appropriately enough, in Beijing. For Mongolia, then, respon- 
sibility for further movement was placed squarely on the Chinese side. 

In Mongolia’s economic relationship with Moscow, the existence of 
problems was barely disguised, although here it was Moscow that had the 
complaints. From 1981 to 1985, Mongolia absorbed approximately $3 bil- 
lion in Soviet aid,’ a sizeable sum for a population of only two million. In 
late June, Yegor Ligachev, the second-ranking Soviet leader, hosted a spe- 
cial conference in Moscow concerning “the further perfection of economic 
cooperation” between the Soviet Union and Vietnam, Cuba, and 
Mongolia,® three of Moscow’s most expensive dependents. The conference 
report took note of the “growing scale of economic aid and assistance.” 
Moscow gave reassurances that it would not cut off or even scale back aid, 
but cautioned that there were numerous areas for improvement. The re- 
port said that “serious shortcomings preclude us from considering the ac- 
tivity of a number of our ministries and departments as satisfactory.” It 
recommended that Mongolia, Cuba, and Vietnam undertake more “re- 
structuring work.”? The message was reiterated three months later when 
V. I. Dolgikh, Secretary of the CPSU Central Committee, met with 
Batmonh in Ulaanbaatar to exchange briefings on their mutual party con- 


6. TASS, January 31 in FBIS, Daily Report/Soviet Union (hereinafter DR/SOV), Febru- 
ary 2, 1987, pp. C6—7. 

7. “A Word from Their Sponsor,” The Economist, June 27, 1987, p. 44. 

8. BBC, Summary of World Broadcasts, June 24, 1987, p. SU/8602/C2/1. 

9, Ibid. 


MONGOLIA 83 


gress meetings. In their talks, “great attention was devoted to questions of 
raising the effectiveness of existing Mongolian-Soviet joint enterprises and 
of creating new ones.” 19 


Other meetings and visits. Delegations from 21 Communist and Workers’ 
parties met in Ulaanbaatar July 7—9 for the Consultative Meeting of Com- 
munist and Workers’ Parties of Asia and the Pacific Region, the first re- 
gional gathering of this sort. The conference theme was “peace, security 
and good-neighborly cooperation in Asia and the Pacific region.” In his 
keynote address, Batmonh railed against “reactionary imperialist forces” 
and exhorted his comrades to eliminate the nuclear threat and seek dur- 
able peace and security in the region. These themes were reflected in a 
closing press communique that criticized the “increasing American mili- 
tary build-up” and “steps to revive Japanese militarism,” and advocated 
the establishment of nuclear-free zones and zones of peace. 

Only six of the countries attending (Soviet Union, Mongolia, Cambodia, 
Laos, Vietnam, and Afghanistan) actually had Communist or Workers’ 
parties in power. Representatives from the United States, Canada, and 
New Zealand attended, but China, North Korea, and Japan did not, seri- 
ously reducing the credibility of the gathering. A Chinese spokesman said 
such a conference could not yield positive results until “hot spots” in the 
region (e.g., Cambodia and Afghanistan) were removed.'! North Korea 
probably stayed home as a gesture to Beijing, despite a personal appeal 
from Batmonh during his November 1986 visit to Pyongyang. A high- 
powered Soviet delegation, led by CPSU Central Committee Secretary 
Dobrynin, tried to pick up the slack. 

Mongolia hosted a number of other international conferences during 
1987. There was an international literacy symposium in May and a June 
gathering of student organizations from Asian and Pacific countries. Dele- 
gations from 36 countries attended the fifth quinquennial International 
Congress of Mongolian Studies, held September 14-21, and in the same 
month members of the executive board of the Organization of Asia-Pacific 
News Agencies met to discuss ways to improve news exchanges among its 
members. 

In 1987, as has been the pattern in the past, government travel to and 
from Mongolia consisted primarily of exchanges with socialist allies. Both 
Batmonh and Dugersuren made several trips to Moscow. Batmonh also 
visited Bulgaria and Hungary in June. In the other direction, Mongolia 
hosted visits from Afghanistan’s Prime Minister Keshtmand and East 
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Germany’s Premier Willi Stoph. However, there were exceptions to the 
foreign travel rule. Foreign Minister Dugersuren visited Japan and Aus- 
tralia in May, the first official trips ever made to those countries. The visits 
are of interest in showing a new willingness by Mongolia to assume a 
higher profile and venture into Asia’s non-socialist camp. Rounding out a 
busy month was the May 14-18 visit of U.N. Secretary-General Perez de 
Cuellar. 


Internal Politics and Economics 

The Mongolian People’s Revolutionary Party’s (MPRP) third plenum in 
June resulted in a slight change in the Politburo lineup. T. Ragchaa re- 
tired and was replaced by B. Lamjab, previously one of three Politburo 
alternate members. P. Damdin, secretary of the MPRP Central Commit- 
tee, became a new alternate member. In another leadership change, Al- 
tangerel, former party boss of Ulaanbaatar, current chairman of the Great 
People’s Hural, and a possible successor to Batmonh, was named deputy 
chairman of the Council of Ministers. !? 

In his speech to the third plenum, Batmonh emphasized the need to 
study the Soviet Union’s rich experience in “revolutionary restructur- 
ing.”!3 In a May speech before the 13th Congress of the Mongolian Trade 
Unions (MTU), Batmonh was more direct in his criticism of Mongolia’s 
economic performance: “Here the main failing is that socialist competi- 
tion is oriented only at fulfilling net plan indices and is insufficiently linked 
to key problems of the country’s economic development.” 14 He expressed 
concern about continued shortages of foodstuffs and consumer goods, the 
poor quality of many goods, inadequate housing, and such bureaucratic 
problems as excessive red tape and lack of initiative. Adding to Batmonh’s 
list of ills, B. Luvsantseren, president of the MTU Central Congress, cited 
poor health among workers and poor safety standards, failure to ensure 
adherence to labor legislation, insufficient medical services, educational 
shortcomings, and wasted resources and materials (including large losses 
of cattle).!> Luvsantseren’s report was a model of glasnost, of which he 
said Mongolia needed more. 

While this self-criticism suggests economic problems, it is difficult, in 
the absence of more concrete evidence, to assess Mongolia’s actual eco- 
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nomic performance in 1987. Batmonh’s MTU speech included some sta- 
tistics: during the first four months of 1987 industrial production rose .4% 
over the same period in 1986, turnover in retail goods was 3.6% higher, 
and the “plan for raising labor productivity” was overfulfilled by 3.3%. 
Capital construction targets, however, were not satisfactorily achieved. 
The evidence is limited, but these few figures, Moscow’s open dissatisfac- 
tion with Mongolia’s misuse of aid, problems at the huge and important 
Erdenet mine complex,'® and efforts to reorganize the nation’s economic 
management bodies indicate that Mongolia’s economy did not have a good 
year in 1987. 


Conclusion 

At some point in September, Mongolia’s population reached two million. 
The nation takes great pride in this growth, a pride that reveals a sense of 
nationalism and a deep desire to survive as a sovereign state. Squeezed 
between two giants, Mongolia faces threats from two directions. With its 
historical suspicions and fears of the Chinese, Mongolia has looked to the 
Soviet Union for protection. Abroad, Mongolia’s leaders promote Mos- 
cow’s Asian initiatives; at home, they conduct their own campaigns for 
glasnost and perestroika. Moscow provides security and economic assist- 
ance but there ts the danger of Soviet absorption. In 1987, however, 
Mongolia began to diversify. Relations with the United States and further 
improvements in its ties with China gave Mongolia new options and 
greater chances to stand on its own. 
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VIETNAM IN 1987 


Steps Toward Rejuvenation 


John H. Esterline 








During 1987 the new general secretary of the Commu- 
nist Party of Vietnam (CPV), Nguyen Van Linh, called for national “‘reju- 
venation,” and acknowledged that “our conception of socialism has been 
simplistic and unrealistic.”! Circumstances have compelled the leadership 
in Hanoi, as in Moscow and Beijing, to bestow its imprimatur upon the 
incipient, capitalist-like, market-oriented segment of the economy, acced- 
ing to broader popular participation and repudiating top heavy bureaucra- 
cies. But only Vietnam reminds its citizenry that such latitude is 
temporary and that transformation to strict, orthodox “scientific social- 
ism” is still the ultimate goal. 


The Economy 
Vietnam’s battered economy comprises a state or public sector, collective 
and cooperative sectors (the former mainly devoted to goods production 
and the latter mainly to agriculture), a private sector consisting of small 
producers and peasants, and a capitalist sector concerned primarily with 
production of certain goods and transportation, but specifically barred 
from trade and finance. In the north, however, where socialist principles 
have been in effect longer, only three sectors are found: state, collective/ 
cooperative, and private, the latter made up of small farmers who sell pro- 
duce and artisans who make implements in nonmechanized, self-sustaining 
ventures that involve no more than five to ten workers. The long term 





John H. Esterline is Professor Emeritus of Political Science, 
California State Polytechnic University, Pomona. 


© 1988 by The Regents of the University of California 


1. Foreign Broadcast Information Service, Daily Report, Asia and Pacific (hereafter FBIS, 
DR/APA), April 15, 1987, p. K4. In an interview with the author in Hanoi on March 17, 
1987, the director of the party Propaganda Department, Le Xuan Dong, was more explicit, 
stating that Vietnam’s economic problems arose because Vietnam had tried to achieve indus- 
trialization too hastily from an inadequate economic base. 


86 


VIETNAM 87 


national objective is to achieve countrywide transformation to “‘scientific 
socialism,” which will include only state, collective, and cooperative sec- 
tors. 

Nguyen Van Linh, chosen party general secretary at the Sixth Congress 
in December 1986, declared in April that escape from the “current chaotic 
situation created by inflation is our most urgent task between now and the 
end of 1987.” He blamed low production and the consequent great im- 
balance between money and goods for the fact that “never before has infla- 
tion worsened so fast, prices increased so unexpectedly, and the lives of 
wage earners and members of the armed forces become so much more 
difficult.”> The Central Committee’s Second Plenum (April 1-9) decided 
that, lacking the time required to improve the production process, the 
shortcomings in the present systems for distribution and circulation should 
be addressed first. Reflecting the dictates of the Sixth Party Congress, the 
plenum repudiated bureaucratic management based on “state subsidies” in 
favor of planning based on “socialist economic accounting and business 
Operations . . . in accordance with the principle of democratic central- 
ism.” “State subsidies” refer to the practice of underwriting wholly or in 
part the costs of raw materials, electricity and coal, and the sale of goods 
by the state at one-tenth of the free market prices. However, the goods 
circulate through many hands with many price rises before they finally 
reach the consumer. “Socialist accounting” means using real prices for 
economic decisions rather than distorted indicators which often leave 
managers unsure whether they are producing at a profit or loss. “Socialist 
business” refers to rational management free of the heavy bureaucracy that 
slows down orthodox communist economies. “Democratic centralism,” 
according to the Vietnamese, means that the minority must submit to the 
majority, the lower echelon to the higher one, and the entire party to the 
Central Committee. 

Economic rescue efforts began when the Second Plenum set forth “four 
reductions” to resolve the urgent problems of distribution and circulation, 
namely reducing budget overexpenditures, reducing the rate of price in- 
creases, reducing the inflation rate, and reducing the wage and welfare 
inequities borne by laboring people. The latter would be achieved, it was 
announced in May, through the addition of price differentials to wages. 
The plan is to multiply the basic wages by the current index of “‘social 
price increment” as compared with September 1985. Funds for the price 
differential are to “come chiefly from developed production and other le- 
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gitimate sources.” The initiative seemed to reflect a contradiction since 
Nguyen Van Linh a few weeks earlier had acknowledged that increased 
production is inhibited because of faulty distribution and circulation. 

By midyear Vietnam was moving, in tandem with the Soviets and Chi- 
nese but without acknowledging it, toward capitalist-like measures to 
lessen the severity of its economic debacle. The measures were prompted 
in part by the fact that earlier in the year its gold and foreign currency 
exchange reserves had sunk to US$15 million—barely enough to pay for 
two weeks of imports! Hanoi officially began to encourage private business 
and “opening to capitalist countries.” New regulations were promulgated 
to encourage privately-owned production and to promote scientific-techni- 
cal innovation by making foreign currency loans available Gf funds can be 
found) when state criteria are met. The nation created its first commercial 
bank to encourage personal savings and make loans to enterprises. Some 
state businesses have received explicit permission from Nguyen Van Linh 
to operate in a capitalist style. For example, the Food Company of Ho Chi 
Minh City now operates 7,000 retail stores and its average employee earns 
11,000 dong per month, some 15 times the wage of a civil servant in Ha- 
noi.® 

With respect to the “opening to capitalist countries,” visas have become 
easier to obtain and some 1,000 foreign businessmen per year are expected 
to visit Vietnam, mainly from South Korea, Japan, Hong Kong, Australia, 
and France. Significantly, an investment code scheduled for promulgation 
at the end of 1987 allows joint ventures with no ceiling on the maximum 
capital contributions of foreign partners, and permits contractual business 
cooperation and 100% foreign-owned enterprises. 

Vietnam’s three current economic objectives are to increase consumer 
goods, exports, and most importantly, grain and foodstuffs. While the 
measures mentioned above may help ease consumer goods shortages and 
attract foreign buyers and investors, the prospect for increasing grain pro- 
duction is dismal indeed. Vietnam has less than 0.1 hectare of cultivated 
land per capita—the third lowest rate in the world, next only to Singapore 
and Japan—with less than 7 million hectares (of the available 10-11 mil- 
lion) under cultivation. Ho Chi Minh City’s 4.2 million population alone 
requires around 700,000 metric tons of rice per year; the national target 
production of grain and foodstuffs for 1987 was 20 million tons. And na- 
ture was unkind to the nation in 1987. Abnormally high winter tempera- 
tures in the north brought forth an unprecedented infestation of crop- 
destroying insects, and there were no funds for pesticides. Added to this 
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was a prolonged drought, with a loss of 800,000 tons of food potential in 
the first two quarters. By May a severe shortage of grain had developed in 
the north. Rice prices doubled in Hanoi during April-May and in June the 
government announced failure of the northern fifth month spring crop. 
Supplies were insufficient even for rationing allocations, and tens of 
thousands of metric tons of food had to be “borrowed” from the south. 
Life in Hanoi was officially described as “miserable.” 


Government and Politics 

The benchmark Sixth Party Congress of December 1986 had elevated re- 
former Nguyen Van Linh to the position of CPV general secretary. Aging 
State Council President Truong Chinh, Premier Pham Van Dong, and Le 
Duc Tho—who together with Pham Hung comprised the remaining con- 
servative old guard—retired from their party offices but retained their gov- 
ernment positions. In early January, the three were designated “advisers” 
to the Central Committee and Politburo. Pham Hung continued as Minis- 
ter of the Interior for the moment and he remained in the party’s 
Politburo. In short, a leadership shift to reformers was only partially 
achieved. 

An important cabinet shuffle ordered by the Council of State on Febru- 
ary 16 affected 19 ministries and commissions, bringing to a total of 31 
ministers—among 39—who were involved in shakeups during the preced- 
ing eight months. The February changes were also inconclusive. For ex- 
ample, while Foreign Minister Nguyen Co Thach, very much a reformer, 
was also promoted to become second among the nine vice premiers, new 
Interior Minister Mai Chi Tho, who replaced Pham Hung, is the brother 
of conservative Le Duc Tho. 

Elections on April 19 to the Eighth National Assembly and the people’s 
councils were considered, even by foreign observers, as successful exam- 
ples of broader political participation. The 496 deputies elected—all pre- 
screened by the party—included 88 women and 70 ethnic minority mem- 
bers. But two months elapsed before the Assembly was convened, and it 
remained in session only from June 17 to June 22, hardly time enough to 
enact laws, its principal role in support of the party’s policy leadership 
function. Late convening of both the election (four months after the Party 
Congress) and the Assembly (two months after the election) suggests a 
continuing behind-the-scenes power struggle. 

_ The Assembly’s election of hardliner Pham Hung, 75, as chairman of 
the Council of Ministers, and of another hardliner, 74-year-old Vo Chi 
Cong, as president of the State Council, were genuine surprises and 
prompted U.S. Secretary of State George Shultz to remark that Pham 
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Hung’s selection “seems to snuff out” hope for an early end to Hanoi’s 
occupation of Kampuchea. The selections also perpetuated the gerontoc- 
racy that has long characterized the Vietnamese power structure. Some 
observers believe the choices were a compromise between progressives and 
conservatives, a conclusion supported by Foreign Minister Thach’s remark 
that much debate occurred just prior to the opening of the National As- 
sembly because of “differing opinions,”” and that Pham Hung was perhaps 
a last minute choice. On the other hand neither man, especially Pham 
Hung, is in good health, suggesting that the party may consider them as 
transitional. Nor do they appear to have energy enough for their jobs. 
Observers have suggested that the country is really being governed by the 
nine vice premiers.® First Vice Premier Vo Van Kiet, 65, is the third rank- 
ing Politburo member, as well as the country’s chief economic planner; 
Second Vice Premier Nguyen Co Thach, 64, is foreign minister with added 
economic responsibilities. Both are being groomed, analysts say, to take 
over the top positions in a few years. 

May-June 1987 was a climactic period in other respects. On May 25 
Nhan Dan (People’s Daily) began to publish a regular column entitled 
“Things That Must Be Done Immediately,” which carried the byline 
N.V.L—that is, Nguyen Van Linh. The columns cited improprieties of 
state agencies, especially “acts of bullying the masses and violating the 
people’s rights.” Demanding that such wrongdoing be exposed and cor- 
rected, N.V.L. exhorted the jaded citizenry to “inspect and examine”; in a 
word, he was encouraging whistle blowers. Rather than continuing last 
year’s “criticism and self-criticism” campaigns, which blamed pro forma 
support by cadres, workers, and farmers for socioeconomic failure, he was 
exhorting the general population to engage in a new campaign against bu- 
reaucratic centralism. For several months the N.V.L. articles “in many 
cases produced only dreadful silence,” but the campaign began to take 
hold in August when it produced some 600 letters denouncing various 
agencies and bureaucrats. 

During the same period, Linh also demonstrated more clearly than ever 
before his commitment to rejuvenation and reform by adopting an “‘open 
press” policy including, for the first time, giving interviews to foreign cor- 
respondents. The interviews became a vehicle the general secretary used 
to address the “crisis of confidence” that he admitted was at hand, as well 
as to indicate his determination to defeat the conservative old guard. He 
acknowledged in an interview in June that the crisis had been discussed 
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intensely at the Sixth Congress and that the nation had reached a point 
where it would either move toward a better life or toward disaster. “But 
we will definitely move ahead,” he assured Italian journalist Gabriel Ber- 
tinetto. “The problem is time. If the party and the people implement the 
decisions of the Sixth Congress we will progress. If there is opposition 
from a conservative sector it will be necessary to wage a struggle—a strug- 
gle that the reformers will win.’’? 


Foreign Relations 

Vietnam’s foreign relations in 1987 were dominated by new developments 
concerning themes and issues of previous years. The USSR-Vietnam con- 
nection was, if anything, strengthened; the impasse over Vietnamese mili- 
tary occupation of Kampuchea continued despite initiatives by both sides 
for a political settlement; the ASEAN united front against the Vietnamese- 
supported government in Phnom Penh was maintained; China and Viet- 
nam continued a diplomatic presence in each other’s capitals although 
substantive relations remained strained; the nation’s trade and investment 
relations with noncommunist countries, especially Japan, expanded; and 
U.S.-Vietnam contacts increased significantly. 

In 1986 Vietnam had demonstrated some uncertainty about the implica- 
tions of Soviet leader Gorbachev’s Vladivostok speech calling for peace 
and security in Asia and the Pacific, and subsequently some apprehension 
about the prospect of a Sino-Soviet détente. But these concerns appear to 
have been erased with the cordial visit of Soviet Foreign Minister Eduard 
Shevardnadze to Hanoi in March, followed by the formal state visit to 
Moscow in May of a Vietnamese delegation led by Nguyen Van Linh, 
which was heavily publicized in the Vietnamese press. 

The core of the Moscow-Hanoi relationship is the US$2 billion 
equivalent annual aid package, not counting the military assistance the 
Soviets provide and the extensive technical help of thousands of Soviet 
advisers. Foreign Minister Nguyen Co Thach consistently denies there are 
Soviet military bases in Vietnam, stating that his nation only provides “fa- 
cilities” for the Soviet fleet at Da Nang and Cam Ranh Bay. Meanwhile 
Vietnam’s nonconvertible currency debt to the USSR and its socialist part- 
ners has mounted to US$6.5 billion, thus ensuring Vietnam’s continuing 
economic dependency upon the Eastern bloc. The thousands of 
Vietnamese workers dispatched to Eastern Europe to earn bloc currencies 
appear to be the only means of repayment other than exports to the bloc 
nations. 
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The Kampuchean problem continues to bedevil the Vietnamese. The 
Soviets have hinted that it would be in Vietnam’s interest to achieve a 
political settlement. Influenced by Soviet persuasiveness and under great 
Western pressure to pull out their troops, the Vietnamese and their client 
government in the People’s Republic of Kampuchea (PRK) seem to be 
modifying their stance. They offer to negotiate with Prince Sihanouk and 
Son Sann—leaders of the two noncommunist elements in the Kampuchean 
resistance movement, the Coalition Government of Democratic 
Kampuchea (CGDK)—and even with individual members of the third ele- 
ment, the communist Khmer Rouge, but not with the “Pol Pot clique.” In 
the most dramatic event of the year, Sihanouk, who announced he was 
taking a “leave of absence” as president of the CGDK, and PRK Premier 
Hun Sen met in France in December as private individuals to explore ave- 
nues of approach to ending the Kampuchean conflict. This first meeting 
between leaders of the PRK and the resistance gave rise to hopes that an 
end to the impasse may be in sight. Nguyen Van Linh stated categorically 
in April that “if China stops supporting the return of the Khmer Rouge, 
Vietnam will withdraw all of its troops immediately.”!° In any event, 
Vietnam reiterated its promise to withdraw by 1990. 

Meanwile, a number of settlement initiatives by various parties, includ- 
ing the ASEAN-supported Eight-Point Proposal of the CGDK and the 
four-step plan of U.N. Secretary-General Perez de Cuellar, are on the ta- 
ble. Both suggest phased withdrawal of Vietnamese forces and an interim 
government headed by Sihanouk. During the summer Indonesian Foreign 
Minister Mokhtar, acting as interlocutor for ASEAN, proposed a “cock- 
tail party,” an informal meeting of the CGDK and the PRK, to be held on 
the basis of equal footing and with no political label. At a later stage of the 
“party” Indonesia would invite other concerned nations, including Viet- 
nam, to participate.!! Although Vietnam immediately agreed (in fact, the 
Vietnamese helped draft the proposal), Mokhtar’s idea did not meet with 
the approval of his ASEAN colleagues, who felt the proposal presented the 
Kampuchean issue as a civil war rather than as a clear case of Vietnamese 
armed attack and military occupation. At an unofficial meeting in Bang- 
kok in August the ASEAN foreign ministers sought to transform the pro- 
posed “cocktail party” into a dialogue between Kampuchea and Vietnam, 
since it was Vietnam that had invaded Kampuchea. Vietnam responded 
that ASEAN’s counter proposal hardly coincided with Mokhtar’s original 
proposal, which he presumably presented as interlocutor for ASEAN. 
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In early autumn, following a late summer meeting in Phnom Penh be- 
tween the Soviets and ranking officials of Laos, Kampuchea, and Vietnam, 
the PRK government came forth with peace proposals apparently agreed 
upon at the meeting: 1) to hold elections in Kampuchea, with foreign ob- 
servers present, for a coalition government “to build a peaceful, independ- 
ent, democratic, neutral, and nonaligned Kampuchea; 2) prior to the 
elections, a complete Vietnamese withdrawal from Kampuchea at the 
same time as foreign aid to the resistance groups is cut, and the promise of 
a role for “individuals and groups from the opposition with the exception 
of Pol Pot and his closest associates.”!2 None of the proposals has been 
acted upon, and the annual U.N. resolution calling for the withdrawal of 
all foreign troops from Kampuchea was adopted by the General Assembly 
on October 14 with 117 votes for, 21 against, and 16 abstentions—-two 
more affirmative votes than on a similar resolution in 1986. 

Events during 1987 made it increasingly clear that Hanoi’s current dis- 
pute with the PRC, dating from the end of the war in Vietnam in 1975 
when the USSR began to challenge Chinese influence in Southeast Asia, 
must be resolved or at least mitigated before peace efforts can succeed in 
the region. The Vietnamese themselves perceive China as the main source 
of their problems, and are quick to point out that China’s enmity extends 
back through many centuries. Scholars of Vietnam’s International Rela- 
tions Institute in Hanoi told me in March that China had dashed their 
hopes for reconciliation with the United States in 1978 by forcing the U.S. 
to play the China card at Vietnam’s expense. It is China’s support of the 
Pol Pot-dominated Khmer Rouge faction within the Kampuchean resist- 
ance movement, they believe, that endangers Vietnamese aspirations for 
stability in that state. It is China’s troops along Vietnam’s northern bor- 
der, they assert, who pose a direct military threat, namely a repeat of the 
invasion of 1979. 

The United States declined to extend diplomatic recognition to the 
united Socialist Republic of Vietnam in 1976, and informal relations be- 
tween the two during the intervening years have scarcely been warm. The 
twin issues of U.S. servicemen listed as missing in action and unaccounted 
for (MIAs), and Vietnam’s 1978 subjugation of Kampuchea and military 
occupation of that state ever since, have been the main stumbling blocks. 
In 1987, however, fruitful contacts emerged. 

Following a 1986 hiatus in the spasmodic and less than successful infor- 
mal discussions on the MIAs over the years, talks were resumed on a more 
meaningful basis in 1987. A U.S. government official, accompanied by a 
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representative of the National League of Families of American POWs and 
MIAs, in May obtained Hanoi’s reluctant agreement to hold new talks, 
this time at a higher level, with President Reagan’s personal envoy, retired 
Gen. John W. Vessey, Jr. The Vietnamese initially stalled on the matter of 
the Vessey visit because they desired an agenda that woule include polit- 
ical matters, while the Americans declined to discuss anything beyond hu- 
manitarian issues. 

Vessey’s three-day visit to Hanoi resulted in an August 3 joint commu- 
nique stating that the participants had had constructive talks on humanita- 
rian issues; that such issues should not be linked to broader political 
questions such as normalization of relations or to economic aid; that meet- 
ings of technical experts will continue to take place in the future, one 
group to discuss steps for resolving POW-MIA issues and another to dis- 
cuss urgent Vietnamese humanitarian concerns. 

At the close of 1987 the United States had agreed to help heal “the 
wounds of war” by encouraging private charitable organizations to pro- 
vide orthopedic services and artificial limbs for Vietnamese war amputees. 
Vietnam had agreed to resume an “orderly departure” program to permit 
numbers of Vietnamese to join relatives in the United States. Vietnam also 
agreed to permit emigration to the United States of some Amerasian chil- 
dren, rather than insisting, as formerly, that the U.S. take all of them or 
none. | 

Although Vietnam’s efforts to “renovate”? the nation’s economy have 
been underway, in theory, for several years, they now have been given the 
impetus of Party Congress directive and the most extensive leadership 
change in the history of communist Vietnam. The task is formidable, the 
present programs still ambiguous, the future indeterminate. Economic de- 
velopment is the goal, but the pressing need is to bring production to a 
level that can fulfill the society’s minimal needs. The new leadership is in 
place and, while it encourages optimism, its character has yet to emerge. 
In the coming year, the capability and determination of Vietnam’s leaders 
will be under close scrutiny as they attempt to move the country toward its 
stated economic goals and deal with external affairs, especially the hostile 
relationship with China and the difficult Kampuchean problem. 





LAOS IN 1987 


New Economic Management 
Confronts the Bureaucracy 


Charles A. Joiner 





Marxists of many prior ideological hues in various na- 
tions are resurrecting Lenin’s New Economic Policy (1922-28) in much 
adapted formats to justify a new economic line. This pattern is evolving 
(invariably with significant bureaucratic ambivalence and opposition) from 
the USSR to the Socialist Republic of Vietnam (SRV), from China to Hun- 
gary, from Mongolia to Angola. Laos, hardly in the forefront, has offi- 
cially acquiesced in the shift, requiring all organs of the Lao People’s 
Democratic Republic (LPDR), the Lao People’s Revolutionary Party 
(LPRP), the Lao People’s Army (LPA), and sanctioned mass organiza- 
tions to emphasize implementation of its own New Economic Manage- 
ment System. In principle, this priority implies a radical turnaround for 
Laotian communism and a revised set of policies with greater potential 
impact upon Laotian society, economics, and politics than any post-1975 
event. 

Formally, Laos began retreating from state-party centralization of eco- 
nomic affairs in 1979 after four years of post-victory, Vietnamese-style 
striving to create a new socialist man. Because of the primarily Stalinist 
orientation of the LPRP’s small leadership group, this was mostly a lim- 
ited response to pronounced economic decline and to pressure from tenta- 
tive Vietnamese Communist Party (VCP) economic liberalization. LPRP 
liberalization epitomized gradualism, contradictory directions, and back- 
tracking. 

Seemingly, Vientiane’s hesitancy ended during the latter part of 1986. 
Vietnam’s own new economic system had become the official line. As 
LPRP General Secretary and Council of Ministers’ Chairman Kaysone 
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Phomvihan said, the USSR was proving the correctness of socioeconomic 
“strategic reorganization” based upon “auto-management principles.”! 
Additionally, the World Bank was highly critical, citing Laos’s agricul- 
tural inefficiency, industrial output decline, dependency on socialist na- 
tions’ loans on poor terms, stagnated export sector, and vast balance of 
payments deficit, all of which were compounding underdevelopment as ev- 
idenced by all economic demographic indicators. The World Bank 
warned that expanded international assistance would depend upon greater 
public enterprise management efficiency, increased public savings, and 
pricing more realistic with state costs. 


AUTONOMY VS. CENTRALIZATION 

For months preceding the November 1986 Fourth Party Congress and 
each month afterward, authorities at all party, government, and other 
levels conducted “emulation” campaigns to study the new economics and 
party directives. Pasason, the party newspaper, reported almost daily on 
the “joyous atmosphere” of these meetings and the unanimous approval of 
LPRP economic guidance. Theoretically, by the summer of 1987 every 
party and civil and military cadre, farmer, factory worker, minority ethnic 
group member, entrepreneur, Buddhist monk, and practically everyone 
else was to understand what was expected. In reality, because of policy 
vagueness and increasingly admitted weaknesses in structural and human 
resources of the party-state-military apparatus, major obstacles persisted. 
Cadre wariness of LPRP commitment was also a factor. 

However, designation of alleged villains was relatively clear. These vil- 
lains were associated with the “old way of thinking” identified foremost by 
“centralized bureaucracy” and the “mechanism of state financing.” These 
had to be eliminated along with inadequate management knowledge, sub- 
jectivism, favoritism, unrealistic price setting, ignoring of private sector 
economic law, high taxes discouraging production, low interest rates and 
difficult withdrawal processes in the banking system, poor investments, 
and inefficient foreign loan utilization.” 

The New Economic Management System’s goals are tied to interlinking 
steps. Emphasis is placed upon grass roots economic units (legally “juris- 
tic persons”). These include factories, merchant shops, construction 
projects, various cooperatives, and agricultural and forestry settlements. 
Grass roots units are to practice “‘self-mastery.” In exercising enterprise 


1. Foreign Broadcast Information Service, Daily Report, East Asia (hereafter FBIS, DR/ 
EAS), February 2, 1987. 
2. FBIS, DR/EAS, June 26, 1987. 


LAOS 97 


autonomy, they are to purchase (or exploit) materials and equipment, 
manage capital funds, handle inventories, devise plans with timetables, de- 
termine consumer requirements, make contracts to sell goods at “‘business 
prices for reasonable profits,” share part of the profits with producers and 
managers and devote other profits to expansion and increased productiv- 
ity.? Interprovincial and provincial conferences have attempted to expe- 
dite business autonomy. Ministerial directives require provinces to guide 
grass roots enterprises and guidance committees at numerous levels have 
reviewed progress and trained managers. A number of autonomy granting 
ceremonies have been held, e.g., for the Vientiane road-bridge building 
company. 

Despite the autonomy granted to selected units, the LPRP openly ad- 
mitted disappointment. The Third Plenum in January 1987 complained of 
“extravagances”’ in grass roots production-distribution linkages and an in- 
ability to enter into enough contracts and make autonomous plans and 
budgets. Pasason later criticized failure by higher levels to promulgate ba- 
sic laws, and it complained of “greed,” “bribery,” overreliance on state 
direction, and inadequate inspection. Midyear, Kaysone deplored that 
many grass roots units were using only 50% of their potential, failing in 
materials acquisition and marketing. “Working people are still jobless,” 
he said, and Laos has not “carried out much renovation.’ 


GUIDING MARXIST SUPPLY AND DEMAND 

ECONOMICS 
A further economic management step involves revising “economic 
levers’”—banking, taxes, prices, salaries. Grass roots capital self-genera- 
tion supposedly will reduce state bank burdens while improving bank loan 
procedures. Provincial banks must devise plans for increasing savings, re- 
quiring deposits of earnings from soldiers, workers, farmers, ethnic groups, 
etc., and depositing economic enterprise units’ funds at interest. The state 
bank is to analyze means of improving monetary flow and remedying pro- 
longed state debts. 

But Kaysone, at the Fourth Plenum in June, stressed that markets can 
improve the most by using the “pricing” lever under which prices ‘‘con- 
form with the supply and demand principle and the real money value.’ 
This supply and demand concept, taught by cadre training courses, 
Kaysone emphasized, must be combined with tax and salary levers. The 


3. Ibid., June 19, 1987. 

4. Joint Publications Research Service, Southeast Asia (hereinafter JPRS, SEA, 87-848; 
FBIS, DR/EAS, February 2, 1987 and October 2, 1987. 

5. FBIS, DR/EAS, June 16, 1987. 


98 ASIAN SURVEY, VOL. XXVIII, NO. 1, JANUARY 1988 


policy includes stabilizing agricultural taxes and reducing taxes on new 
products and export items. Salaries, now part of production costs, are tied 
to production output and work contracts for individuals and collective 
work units. Some pay is allotted for piecework and production bonuses. 
Caps on maximum average salary scales and coupons for workers’ 
purchases from the state continue. 

While capitalistic overtones of profit-making and of economic levers are 
labeled ‘socialist business accounting,” the new economics authorizes, in- 
deed encourages, limited private trading. Officially the private sector, now 
that the “oppressive classes have been wiped out,” is considered an impor- 
tant untapped production force. The new economics also calls for ad- 
vances in “family economy.” Plots of land, animals, and feed are given 
selectively to cadres and workers who contract commercially for a percent- 
age of their produce. Similar economic arrangements obtain in a New 
Economic Zone (mostly for Hmong). 

Leading Central Committee organizations assumed major responsibili- 
ties for guiding economic management steps and party-government im- 
provements. These included the Organization Board, the Party-State 
Control Committee, the Propaganda and Training Board, and the State 
Committee for Mass Media. Secretariat directives abounded. Increased 
Lao-Vietnamese party counterpart meetings in 1987 ostensibly reinforced 
LPRP economic management commitments. Paradoxically, State Plan- 
ning Chairman Sali Vongkhamsao also chaired the Central Guidance 
Commission for Economic Management. His offices oversaw local govern- 
ment and business unit plans, and coordinated actions of all ministries aid- 
Ing economic management implementation. 


LIMITED PARTY LIBERALIZATION 
Certainly, persons primarily noted as party professionals, such as, Sali and 
Control Committee Chairman Maichantan Sengmani, gained prominence 
in the 1986 enlarged Politburo (from seven to eleven with three alternates) 
and Central Committee (from 49 members and six alternates to 51 mem- 
bers and nine alternates). The military, especially generals of the Ministry - 
of Defense and Interior, obtained significant numbers of Central Commit- 
tee positions. Other major interests represented were provincial party- 
administrative committee leaders, Vientiane, national ministries, and mass 
organizations. Although younger on average than the 1982 Central Com- 
mittee, and with three aging Politburo members removed from the Secre- 
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tariat, the top party leadership still did not undergo nearly as dramatic a 
change in philosophical terms as that in Vietnam. 

Further, the party admitted many weaknesses. Membership professedly 
grew to over 40,000 and ranges of cadre fees and their allocations were 
spelled out. But various party unit levels were officially accused of low 
performance, and certain cadres were condemned for being overly bureau- 
cratic, assuming special privileges, and for pilferage, although condemna- 
tions mostly were for failure to grasp the new economic line. Sisomphon 
Lovansai, Politburo member and Supreme People’s Assembly (SPA) Act- 
ing Chairman, voiced such criticisms at the Fourth Congress where 
Kaysone promised to purge the party of unqualified cadres. Some purges 
followed, for instance, at the canton level in Luang Prabang Province and 
at the provincial level in Houa Phan Province leading to the Industry Min- 
ister assuming a receivership over party and administrative committees.’ 
Still, these were modest steps compared to larger purges and corruption 
trials in Vietnam. Nor was there the VCP g/asnost tendency preached by 
Nguyen Van Linh—e.g., no articles appeared entitled “Things To Be Done 
Immediately: K.P.” (see the “Vietnam in 1987” article this issue). 


Interest groups and the “old way of thinking.” The multiplicity of 
party leaders’ roles was pronounced in mass organizations, key players in 
the new line’s implementation. Most prominent was the Lao Front for 
National Construction (LFNC) whose president, Phoumi Vongvichit, was 
Acting President of the LPDR, Vice-Chairman of the Council of Minis- 
ters, and Politburo member. Kaysone called upon the LFNC to unite all 
ethnic, religious, and class interests behind economic management. In 
September, Phoumi pledged the Front would mobilize forces to improve 
application of economic principles and management training, and he criti- 
cized it for inadequate coordination of its subdivisions supporting work of 
the party. 

With less diffused constituencies, Secretariat-directed emulation meet- 
ings of the Federation of Lao Women, the Lao People’s Revolutionary 
Youth, and the Lao Federation of Trade Unions, conceivably could have 
more directly affected intended audiences.’ Despite this, party leaders 
criticized them for not totally abandoning the “old way of thinking.” 

Even the military, the single largest organized interest group and main- 
stay of the economic system, was accused of inadequately adopting the 
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“correct line of thinking.” The Army General Political Department, 
guided by the Propaganda and Training Board, then conducted “propa- 
ganda and emulation campaigns.” Unanimous agreement on the party 
line came at an LPA conference in March, and at congresses of army-party 
cadres, of public security forces, and of army newspaper and radio staff. 
These meetings cited weaknesses undermining security and economic man- 
agement, including inadequate collective initiative; lax management, ideo- 
logical and military training, and inspection; shortcomings in an extensive 
conscription program at provincial levels; and insufficient strengthening of 
regional, militia, and public security forces. 


ECONOMIC SETBACKS AND AID 

DEPENDENCY 
On May Day 1987, a Pasason editorial, conveniently ignoring its past criti- 
cisms, claimed that centralized bureaucracy and state financing had been 
abolished. This was decidedly premature as critical observations at the 
Fourth Plenum acknowledged. At the same time, an item in a June Far 
Eastern Economic Review, observing that the “Lao Government has come 
to a halt” was equally premature.? Nonetheless, the LPDR was facing 
serious economic and other difficulties. 

Five-year plan projections of GNP, domestic national income, and labor 
productivity increases were unrealized. Priority items of grain and food- 
consumer-export products mostly were well under production quotas. Si- 
multaneously, specific product gains (e.g., tobacco, beer, soft drinks, tim- 
ber) were claimed. These advances varied greatly by province, with 
enterprises possessing considerable autonomy in entering into purchase 
and sales contracts. 

Domestic economic gains also depended partly upon the military suc- 
cessfully “combining economic work with national defense.”!° This in- 
cluded operating light industrial plants, such as a medicine and a battery 
factory, involvement in animal husbandry and crop cultivation, and con- 
struction. These activities supposedly are profitable as are military export 
contracts for timber and other products, but expectations often are unmet, 
according to the Army General Technical Department, due to production 
units’ unprofitability and low technical skills levels. 

In actuality, neither the provinces, the military, nor the ministries can 
assure the New Economic Management System’s success because of Laos’s 
dependency upon and desperate need for external assistance in all eco- 
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nomic (as well as health and welfare) sectors. Most state revenues derive 
from foreign loans and aid, assistance that Laos’s bureaucracy has 
processed inefficiently!! as Sali Vongkhamsao recognized at a foreign do- 
nors’ round table. Although he wanted a rationalized five-year aid pro- 
gram, the breadth of such assistance makes this unlikely. 

The USSR and Vietnam are Laos’s first and second greatest benefactors, 
but others are important. Wide-ranging foreign agricultural assistance 
comes from Poland, Czechoslovakia and East Germany (forestry); Hun- 
gary, Australia, Cuba, and Mongolia (animal husbandry and poultry); and 
Australia (irrigation). Industrial aid donors include Japan, Sweden, and 
Australia (machinery); East Germany, Hungary, and Czechoslovakia (in- 
dustrial processing). The United Nations Development Program pledges 
for rural, southern regional, and urban development and for road building 
and training, combined with potential correlating assistance from the U.N. 
Capital Development Fund, the World Bank, and the Asian Development 
Bank, represent a further donor overlay. 

Depressingly, assuming a rationalized aid package combined with im- 
proved aid administration, the fragility of the Laotian economy and gen- 
eral underdevelopment (less than 6% of the economy is industrial) can 
easily reverse advances made. For instance, in recent years rice product- 
tion has increased, but in 1987 rice crops were devastated by regional 
droughts, typhoons and floods. There were crop pests, dengue fever, and 
contagious diseases, none of which could be eradicated by national innocu- 
lation campaigns, foreign donors’ medical supplies, or emergency 
UNICEF, FAO, and European Economic Community aid. 

Due to an insufficiency in doctors, medicines, and medical facilities— 
some Lao medical workers received “post-graduate study” in Mongolia— 
the country cannot cope with serious nutritional and public health 
problems. And those problems cannot be overcome by the reported in- 
crease in production of opium and marijuana, cash crops assisted by some 
local and military cadres and, allegedly, by LPDR work units.!2 


LAO-VIETNAMESE “ALL-ROUND 
COOPERATION” 
A second factor lessens the likely impact of any rationalized general aid 
program, namely, Laos’s economic and political “fraternal junior partner” 


11. FBIS, DR/EAS, February 11, 1987. 

12. Peter T. White, “Laos,” National Geographic, June 1987, pp. 772~795; Rodney Tasker, 
“Burma: Stepping up the War,” FEER, April 16, 1987, pp. 26-27 and “Chasing the Red 
Dragon,” FEER, August 13, 1987, pp. 28-31; The New York Times, September 7, 1986. 


102 ASIAN SURVEY, VOL. XXVIII, NO. 1, JANUARY 1988 


special relationship with Vietnam.!? Nhan Dan termed this “a matter of 
life and death.” !¢ Less dramatically, Hanoi and Vientiane constantly refer 
to “all-round cooperation” and “‘all-sided help.” Naturally, that help is 
one-sided. Vietnam’s ubiquitous presence, emanating from the VCP’s 
Central Office for Laotian Affairs and other subdivisions, permeates gov- 
ernmental and military affairs, ranging from Vietnamese advisors to Laos’s 
government and military, to assigned Vietnamese advisors to Laos’s gov- 
ernment and military, to assigned Vietnamese secret police and army divi- 
sions and brigades. The umbrella 1986-1990 Laos-Vietnam Technical and 
Scientific Cooperation Agreement extends (sometimes including Cambo- 
dia) to a host of protocols on trade, aid, training, and planning. 

“All-round cooperation” incorporates new and continuing aid agree- 
ments for a vast array of light industries (brick, sugar, textiles, etc.). The 
two nations’ Defense Ministries jointly work on Laotian hydrodam con- 
struction, and Vietnam aids the LPA’s Mountain Area Development 
Company. Similar agreements exist in all agricultural areas from raising 
specific crops to irrigation and for infrastructure development (especially 
access to Vietnamese seaports). There are even protocols for tourism de- 
velopment and publishing and for Vientiane’s zoning. 

Additionally, all Laotian provinces are now “twinned” with Vietnamese 
counterpart provinces, and Vientiane is “twinned” with Hanoi and Ho Chi 
Minh City. Separate interprovincial bilateral contracts cover everything 
from trade to Vietnamese aid for local industry and agriculture, to public 
health, to technical and managerial training. Laos is not simply dependent 
upon Vietnam, it is enmeshed with it in many daily activities. 


Constraints on Laos. Being an Indochina “fraternal junior partner” 
greatly limited Laos’s flexibility in diplomatic and international economic 
arenas. Overriding everything is its association with Vietnamese “volun- 
teers” in Cambodia. Laos joined Cambodia and the USSR in an Hanoi- 
sponsored Cambodian Reconciliation Policy, a policy adjustment unac- 
ceptable to China, the United States and Thailand. Consequently, appar- 
ent improvements in bilateral economic relations with those nations early 
in 1987 were stalemated. 

Direct official talks with China, pressures for Laos-China reconciliation 
by USSR Foreign Minister Eduard Shevardnadze, and China’s own New 
Economic System emphasis were inadequate to ease Vientiane-Beijing es- 
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trangement. Congratulatory national day greetings to China in October 
hardly offset Laos’s harsh criticism of Chinese partnership with Thailand 
and the “Pol Pot-Ieng Sary clique of murderers” nor Vientiane’s support 
of Vietnam in border conflicts with China.!> Laos-U.S. relations stalled 
despite agreement to search for MIA remains and Laos’s claim concerning 
live MIAs of “no more of them!’ Then, when the U.S. Senate (and 
ASEAN) pressure caused Japan to restrict its expanding economic deal- 
ings with Indochina, Laos was caught in the vise of being Vietnam’s oblig- 
ing partner. !6 


LAO-THAI RELATIONS 

Most significant, Laos’s interactions with Thailand ranged from extremely 
dangerous to conciliatory. The Thai-Vietnamese Cambodian border war 
remained an impenetrable stumbling block. Moreover, a litany of mutual 
allegations and incidents occurring monthly were highly provocative. 
Thailand condemned Laos for assisting communist insurgents, backing 
Vietnamese army killings of Hmong, sabotage, abductions, intrusions, and 
shellings. In October, Thailand declared a military border alert due to an 
LPA build-up. Clashes occurred, some attributable to lumber, refugee, 
and cattle smuggling, but others involved main force conflicts. 

Laos’s countercharges also related to sabotage and intrusions (sea, land, 
and air). Additionally, Laos contended that Thailand aided Vang Pau’s 
organization and other Laotian resistance groups (in Sayaboury, Xiang 
Hoang and Bolikansai provinces and in southern Laos), as well as invading 
troops of the former South Vietnamese army. Also Vientiane continually 
censured Bangkok’s “ultrarightist reactionary militarists’” for dealings 
with the United States, such as joint arms stockpiles and war games. 

‘Despite these hostile exchanges, there were practical conciliatory Lao- 
Thai developments. Formal diplomatic negotiations showed little pro- 
gress, but interprovincial cross-Mekong trade picked up, a direct transport 
contract was signed, and Bangkok dropped the number of forbidden stra- 
tegic goods that could be sold to Laos from 273 to 61 (excluding fertilizer 
useful for growing marijuana). Many small, sometimes symbolic ex- 
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changes increased: joint research teams on Mekong bank erosion, interna- 
tional exchanges (dancers, lawyers, professors, students), and boat races. 
Above all, of tremendous economic importance to Laos, Thailand agreed 
to a price rise (mostly on its own terms) for increased electricity purchases 
following antagonistic bargaining and a month-long suspension of buying 
Laos’s only lucrative hard-currency cash export. Finally, due to the severe 
drought, Thailand backed Laos’s plea to the Colombo Plan for payment 
exemption and it pledged rice donations to the World Food Program for 
Laos. l 


CONCLUSION 

While much of Laos’s short and medium-range potential for economic im- 
provement is provisional upon expanded sales to Thailand, its geographi- 
cally natural and much more affluent trading partner, any future Laotian 
economic-political agenda is contingent upon Viėtnamese realpolitik. Un- 
questionably, Laos’s. New Economic Management System’s roots stem 
from Soviet and Vietnamese leaders’ perceived need for economic pragma- 
tism rather than sudden enlightenment of the LPRP top leadership. 

Vientiane’s centralized regime faces numerous practical and ideological 
difficulties in adapting to an antibureaucratic system dedicated to enhanc- 
ing market forces and to worker-entrepreneur incentives. It has not even 
effected the VCP line of “democratization.” The omnipresent LPRP cadre 
endures: without a constitution and legislative, electoral, or criminal jus- 
tice procedures, Laos remains a government of men and not law. Requi- 
site, universal “unanimity” conforming to LPRP instructions continues, 
and perhaps thousands of political prisoners are still detained.!’ If devel- 
opment is truly related to political-economic liberalization as the VCP now 
professes, a floundering LPRP may itself prove to be Laos’s major forsee- 
able problem. 


17. New York Times, April 15, 1987; FBIS, DR/EAS, September 11, 1987. 





CAMBODIA IN 1987 
Sihanouk on Center Stage 


Nayan Chanda 





The eight year-old struggle for Cambodia took a new 
turn in 1987, raising serious hope for the first time that a conjuncture of 
big power accommodation and fatigue of the Indochinese parties might 
finally be creating the conditions for peace. Against the backdrop of im- 
proving Sino-Soviet relations and the USSR-US summit, there were hints 
of diplomatic movement on Cambodia. There were signs that Hanoi, Bei- 
jing, and Moscow were getting ready for serious bargaining, and the prin- 
cipal player in the diplomatic game was Prince Norodom Sihanouk who 
jolted his supporters as well as opponents by detaching himself from the 
Coalition Government of Democratic Kampuchea (CGDK). 


The War and the Resistance 

The break in the pattern of the seasonal ebb and flow of guerrilla warfare 
that distinguished 1986 seemed to hold in the following year. There was 
neither a massive Vietnamese dry season offensive against the Cambodian 
resistance groups, nor any noticeable increase in guerrilla activity during 
the monsoon months—traditionally the period when lightly armed resist- 
ance fighters enjoy advantages of mobility over Vietnamese armored units. 
The only significant military activity during the year was in March and 
April when the Vietnamese drive to attack resistance positions and close 
supply lines led to clashes with Thai troops along the Cambodia-Thailand- 
Laos triborder area, as well as along Thailand’s Trat Province. 

One reason for a drop in guerrilla activity during the monsoon season 
could be that the prolonged drought, which affected crops, permitted 
Vietnamese mobility almost throughout the year. Another reason appears 
to have been problems within the resistance groups themselves—serious 
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organizational difficulties faced by the noncommunist Kampuchean Peo- 
ples National Liberation Front (KPNLE) and logistical and political 
problems of the Khmer Rouge. The KPNLF, nominally led by Son Sann, 
did not recover from factional wrangles that began in 1985. The rift be- 
tween Son Sann and his commander-in-chief, Sak Sutsakhan, was not 
healed. In February a report by the U.S. Lawyers Committee said that 
KPNLF troops under the commanders Chea Chhut and San Se had been 
involved in incidents of banditry and violation of human rights. In an 
apparent show of realism, the KPNLF issued a communique in May revis- 
ing its claim of 20,000 men under arms down to 8,000 combatants. How- 
ever, diplomats in Bangkok said that the KPNLF in fact had only a few 
thousand followers.! 

The 1985 Vietnamese border operation that destroyed all supply bases 
along the Thai border and the defense network of ditches and minefields 
built since then seem to have seriously slowed down logistical supplies go- 
ing to the interior. There were also reports that Khmer Rouge units oper- 
ating in the east and northeastern parts of the country were encountering 
difficulties both in terms of provisions and popular support, and that they 
had difficulty in replacing combatants lost to war and disease. Although 
the commonly accepted number for the Khmer Rouge armed force re- 
mained at 28,000, some estimates lowered their strength to between 15,000 
and 20,000.4 The only resistance group that seemed to have grown in 
strength—12-15,000 combatants—and become more effective was the 
Armee Nationale Sihanoukiste (ANS). Led by Prince Sihanouk’s lawyer 
son, Prince Norodom Ranaridh, the group engaged essentially in political 
propaganda work and infiltration of the People’s Republic of Kampuchea 
(PRK) administration. 

Although the number of armed incidents dropped in 1987, large 
stretches of the country’s highways and fields in western Cambodia re- 
mained insecure. Especially, a passive war of landmines continued to take 
a heavy toll. According to one report, a military hospital in Phnom Penh 
received 15 new amputees daily from around the country.* The casualties 
were not limited to soldiers alone. The PRK government continued to 
force a large number of civilians to perform what was called “national 
defense labor’”—-clearing bushes, digging ditches, and building ramparts 
along the Thai border. Many continued to be injured by landmines or 
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stricken by the drug-resistant strain of malaria that had developed near the 
border. 


The KPRAF 


The Kampuchean People’s Revolutionary Armed Forces issued for the 
first time insignia of the army, which was depicted by the party paper 
Pracheachon as a “turning point, a new step of advance for our Armed 
Forces which are advancing in an orderly manner step by step into a mod- 
ern army.” However, by all independent accounts, the 30,000~strong 
KPRAF remained a weak force lacking motivation and training. The rate 
of desertion reportedly remained high. Sihanoukist sources as well as in- 
dependent observers said that there were increasing cases of fraternizing 
between the KPRAF and ANS. It was perhaps in an allusion to such 
problems that Pracheachon mentioned the need to overcome unspecified 
“immediate difficulties” and the “still tense and complicated” struggle 
with the enemy.* 

The failure of the Vietnamese to build a strong and reliable armed force 
in Cambodia that could permit their promised withdrawal by 1990 with- 
out some arrangement preventing a return of the Khmer Rouge, appears 
to lay behind the accelerated Vietnamese search for a settlement that 
marked the year. There were also indications of discontent and malaise 
within the Vietnamese armed forces. In the summer the Vietnamese army 
daily published an unusually detailed account of soldiers in Cambodia suf- 
fering from malaria accentuated by malnutrition and harsh living condi- 
tions. To impress the world about its commitment to the process of 
withdrawal, Vietnam on November 29 organized its sixth publicized pull- 
out from Cambodia since 1982. Some 90 foreign journalists were invited 
to witness a ceremony to withdraw an estimated 20,000 troops. However, 
Western intelligence sources in Bangkok reported that in preceding weeks 
Hanoi had brought in some 12,000 to 15,000 new troops to Cambodia.° 
Western newsmen’s interviews with soldiers indicated that most had been 
in Cambodia since 1979 without interruption and were more than ready to 
go home. While the PRK said that Vietnamese forces will complete their 
withdrawal in 1990, it warned that continued guerrilla activity may change 
that decision. Foreign Minister Kong Korm (given a new portfolio by 
year’s end as special assistant to Premier Han Sen who again took over as 
foreign minister himself) said that “if outside forces take advantage of the 


4. Pracheachon editorial in Foreign Broadcast Information Service, Daily Report, -East 
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withdrawal of Vietnamese volunteer troops and create more instability, 
then we will discuss with our Vietnamese friends new measures to adopt.” 


Economy and Social Life 

At the end of 1987, the second year of Cambodia’s first Five-Year Plan for 
socioeconomic restoration, the government did not have much to show 
other than the fact of having pulled through a year of severe drought with- 
out serious loss of life. Lacking investment capital and technology, Cam- 
bodia’s economy remained stagnant and the country one of the world’s 
poorest. The United Nations put its per capita gross domestic product at 
$80. The only bright spot in the otherwise gloomy scene was private trade 
by Cambodia’s bootstrap capitalists. By the government’s own account, 
exports covered only 20% of the country’s imports.© With international 
aid shrunken to some $20 million a year and with no commercial credit 
available, Cambodia’s survival depended on the generosity of its small 
number of socialist friends. 

Addressing the Cambodian. National Assembly session in early summer, 
Assembly Chairman Chea Sim claimed that in agriculture both cultivated 
acreage and production surpassed the 1985—86 period in spite of prolonged 
drought Gn 1986 Cambodia reaped 2.2 million tons of rice—the biggest 
harvest since 1979). The claim soon proved to be vastly exaggerated. A 
Soviet report in November 1987 said that as a result of drought and lack of 
irrigation only 40% of the planned rice transplanting target had been ful- 
filled by September.’ The production of latex and crepe rubber during the 
first half of this year surpassed that of the same period of 1986, and forest 
exploitation and fisheries produced good results. Lack of raw materials, 
spare parts, and shortage of electricity continued to plague the attempt to 
revive the few industrial enterprises that remained in the country. 

Visitors to Phnom Penh reported that markets were well stocked with 
imported goods. The government, which had begun taxing the country’s 
growing number of private traders, took a very pragmatic approach. 
Prime Minister Hun Sen said in an interview that what “we should be 
afraid of is not that we have a free market economy. What we should fear 
is the poverty of the population.’’® 

However, the source of hard currency that paid for the private imports 
from Thailand and Singapore remained a mystery. Although there was 
barter trade involving timber, kapok, dried fish, fresh shrimp, and lobster, 
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it was doubtful if the volume was large enough to pay for the goods— 
including motorbikes—in the market. In January the government set up 
formal relations with banks in Singapore, Hong Kong, and Western Eu- 
rope and encouraged money transfers to citizens by relatives and friends 
abroad. The state bank offered a premium exchange rate of 75 riel to a 
U.S. dollar for remittances from abroad, compared to the offictal rate of 30 
riel. Although Cambodia took a leaf out of the Vietnamese book in trying 
to earn foreign exchange through transfers by relatives abroad, its cur- 
rency, for unclear reasons, did better than the Vietnamese dong. Com- 
pared to the sharply dropping dong, the riel remained fairly steady at the 
free market rate of 124 riel to the dollar. 

The Soviet Union, which remained the single largest donor to Cambo- 

dia, indicated that under the new Gorbachev approach the emphasis was 
on projects that could repay with products rather than simple assistance 
grants. Soviet aid to Cambodia in 1986 included construction of a factory 
to produce concrete slabs for building houses, and a power plant and satel- 
lite earth station that enabled Cambodia to receive Soviet TV broadcasts as 
well as establish international telephone links via Moscow. With Soviet 
aid, 20,000 hectares of land was reclaimed for rubber plantation and 700 
hectares planted. The Soviets also built 600 housing units in the Chup 
rubber plantation, one of the USSR’s biggest investments in Cambodia. In 
December 1987 during a visit to Moscow, Planning Minister Chea Soth 
signed a protocol to form a joint enterprise for the production of natural 
rubber, latex, and processed rubber. For the first time Cambodia and the 
Soviet Union agreed to direct contacts between enterprises, and Chea Soth 
announced that “the documents signed in Moscow will undoubtedly lift 
Soviet-Cambodia cooperation to a new level.” 
' While a small class of traders in Phnom Penh enjoyed a good life, that of 
the common man in Cambodia remained tough. It was particularly hard 
for salaried employees who had to survive on wages averaging 250 riel per 
month, barely $2 at the free market rate. Not surprisingly, the govern- 
ment encouraged what the state employees already were doing—moon- 
lighting. Calling it a “family economy,” the government -reported that 
some 78% of state employees’ families practiced sideline occupations such 
as livestock raising, farming, and handicrafts. 

Due to malnutrition and lack of medical care and facilities, the U.N. 
Children’s Fund reported that 216 of every 1,000 babies born in Cambodia 
will die by the age of 5, second only to the Afghan child mortality rate. 
The problem of malnutrition was compounded by disease caused by lack 
of health care and basic sanitation. 
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Life for some 275,000 Khmer in refugee camps along the Thai border 
was more precarious than that of their compatriots in the country. While 
the U.N. Border Operation, with a third of its $36 million annual budget 
funded by the United States, continued to feed the people, most of them 
lived in makeshift camps at the mercy of warlords and hooligans or under 
the iron thumb of the Khmer Rouge. Human rights abuse was reported 
from within the country as well as from the border areas. According to 
Amnesty International, the PRK practiced arbitrary arrests of suspected 
political opponents, torture, and imprisonment, and there were reports of 
death sentences being handed down without right of appeal. Amnesty also 
reported executions, beatings, and rape by troops in camps under KPNLF 
control, and political executions and mistreatment in the Khmer Rouge 
camps.’ 


Politics and Diplomacy 

Of the factors deemed crucial for the regime’s success by the Fifth Party 
Congress in 1986, the two most important were national unity under the 
leadership of the Kampuchean People’s Revolutionary Party (KPRP) and 
international solidarity, first of all solidarity among Cambodia, Vietnam, 
and Laos. As the year 1987 came to a close it was evident that Phnom 
Penh was far from achieving national unity, and the benefits of interna- 
tional solidarity eluded it as it was unable to overcome world opposition to 
acceptance of the PRK. 

Although Phnom Penh had offered amnesty to those Khmer who had 
gone over to the resistance and claimed to have welcomed some 3,000 
“misled” citizens back to the country in 1986, it was clearly nervous about 
a tired population opening its ears to the call for reconciliation based on an 
anti-Vietnamese political line. The PRK tried to keep people’s anger to- 
ward the enemy alive by observing a “day of hatred” on May 20 against 
the Khmer Rouge and the noncommunist resistance. Phnom Penh issued 
a directive on how to observe the “day,” and Khieu Samphan, Son Sann, 
and Sihanouk were listed as the three “lackeys’’ of Beijing expansionists 
and U.S. imperialists whose effigies should be hanged and burned. Along 
with promotion of hatred for the resistance opposition the PRK kept up its 
effort to educate the population about the importance of its militant alli- 
ance with Vietnam. 

However, in the summer of 1987 Phnom Penh executed a sharp turn in 
' its public posture on the question of national unity. Instead of unity based 
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on hatred, it issued a call for national reconciliation of all the Khmer par- 
ties including the Khmer Rouge. That call, followed by offers of direct 
and unconditional talks with resistance groups, marked the beginning of a 
new phase when Cambodia’s political maneuvering for power became 
closely intertwined with international diplomacy over the fate of the coun- 
try. What led to this change? It appears to have been a combination of 
PRK failure to secure domestic legitimacy and support, the political cost 
to Vietnam of its Cambodian occupation, Moscow pressure on Vietnam to 
seek a rapid settlement, and opportunities offered by Sihanouk’s “leave of 
absence” from the presidency of the CGDK. 

Sihanouk’s surprise announcement that he was taking a year’s leave of 
absence was a significant decision that set the diplomatic ball rolling. In a 
cable to his son Ranaridh on May 7, Sihanouk said that he had learned 
with sorrow of the brutality and violations of human rights by the Khmer 
Rouge against the Kampuchean people, and especially the refugees under 
their control. He warned that his leave of absence would be until May 7, 
1988, but could be prolonged if the Khmer Rouge did not stop their brutal 
activities. “By taking this leave of absence,” one analyst said, “the prince 
has managed to refocus attention on himself. It not only underscores his 
value to China, the Khmer Rouge and ASEAN but increases his lever- 
age.” If Sihanouk had totally severed his ties to the coalition he would 
have faced strong criticism from his backers without enhancing his posi- 
tion vis-à-vis Hanoi. While Vietnam would certainly like the prince to 
assume nominal leadership of the PRK and add to its legitimacy, Siha- 
nouk, the ordinary citizen, 1s of less value to the Vietnamese than as leader 
of a movement enjoying wide support. Sihanouk himself revealed his real 
intent when he said in a letter to Ranaridh that he would like to “recover a 
little of my previous freedom to conduct actions closer to the long-term 
interests of the Khmer people.” 19 

Observers interpreted Sihanouk’s action as designed to distance himself 
from China and the Khmer Rouge without causing Beijing to lose face. 
China nevertheless was surprised and embarrassed by the move and main- 
tained public silence. Although Chinese media never reported his “leave 
of absence,” a Radio Beijing broadcast on June 3 sought to reassure listen- 
ers by quoting a communique issued by the CGDK that Sihanouk “re- 
mains president of Democratic Kampuchea and head of the tripartite 
CGDK.” Understandably there was consternation in the Khmer Rouge 
camp. In a letter to the prince, the group’s ambassador in Beijing and his 
staff urged him to continue to lead the CGDK.!'! Sihanouk’s response was 
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to send telegrams to his son and supporters saying that he would not be 
“content with the beautiful words of Khmer Rouge propaganda. It is nec- 
essary that they give irrefutable proof that they have changed. Otherwise I 
shall not put an end to my leave of absence.”!* Hanoi and Moscow were 
clearly interested in Sihanouk’s move. While the Vietnamese media 
promptly reported the event, noting Sihanouk’s suffering at the hands of 
the Khmer Rouge, a Soviet broadcast approvingly called Sihanouk’s ac- 
tion a “silent protest” against the Khmer Rouge. 

Two days before the news of Sihanouk’s action appeared i in the A 
Phnom Penh had published its directive on burning the prince in effigy on 
the “day of hatred.” In the new situation, the day passed without a report 
of any such demonstration in Cambodia. Focus instead shifted to Moscow 
where the new Vietnamese party secretary, Nguyen Van Linh, held talks 
with Mikhail Gorbachev on their bilateral relations and Cambodia. On 
Cambodia the Soviet leader seemed to take a more accommodating pos- 
ture toward China than did Vietnam. Although Gorbachev spoke of the 
“horrors of Pol Pot genocide” and continued “military activities and inter- 
ferences by outside forces”—a transparent allusion to China’s support for 
the Khmer Rouge—he did not echo the Vietnamese call for removal of the 
Pol Pot clique. 

After stating the need for a political solution in Cambodia, Gorbachev 
introduced a new formulation—that the Cambodian problem can be 
solved only “on the basis of the unification of all their national patriotic 
forces.” The term “national patriotic forces,” it became obvious in later 
Soviet commentaries, referred to the old coalition of nationalists under 
Sihanouk and communists who fought against the U.S.-backed Lon Nol 
regime. 

The importance of Gorbachev’s formulation was quickly highlighted by 
the Cambodian news agency. A Chinese news report from Moscow noted 
the Soviet-Vietnamese joint communique statement that the Cambodia 
problem should be settled by political means with the involvement of “all 
sides concerned,” but it pointed out that the withdrawal of Vietnamese 
troops was not mentioned. In contrast, the Khmer Rouge dismissed the 
joint communique as an “outdated propaganda trick,” but noted with ob- 
vious concern that by espousing a political settlement Moscow had pleased 
ASEAN.! 

Indochinese response to Sihanouk’s gesture came in the summer. In 
July while PRK Prime Minister Hun Sen was visiting Moscow, he secretly 
approached Sihanouk via the. PLO representative in Pyongyang for a meet- 


12. Ibid., p. Il. 
13. Ibid., p. I4. 


CAMBODIA 113 


ing with the prince in the North Korean capital. For unspecified protocol 
reasons that meeting was not possible.!¢ Later that month the idea of talks 
developed further after visits to Hanoi and Phnom Penh by Soviet Foreign 
Minister Eduard Shevardnadze and to Hanoi by Indonesian Foreign Min- 
ister Mochtar Kusumaatmadja. On July 29 Vietnamese Foreign Minister 
Nguyen Co Thach and Mochtar on behalf of ASEAN agreed that there 
should be an informal meeting between the Heng Samrin regime and 
Khmer parties in the coalition. At a later stage Vietnam would join the 
talks. Two weeks later ASEAN foreign ministers issued a clarification 
saying that they viewed the proposal as “one meeting, initially among the 
Kampuchean factions, followed immediately by the participation of Viet- 
nam.”!> Although Hanoi and Phnom Penh rejected the ASEAN interpre- 
tation, the idea of a “cocktail party” had taken on a life of its own. In late 
August “seven wise men”-—former Cambodian leaders living in exile— 
wrote letters to all Cambodian parties urging them to meet. Sihanouk re- 
plied, saying he accepted “the historical invitation” and hoped that other 
coalition partners would join in the talks with Phnom Penh leaders. 

On August 27 the PRK made a statement on the national reconciliation 
policy that softened the conditions for talks with the resistance. It 
dropped its demand that the Pol Pot clique be eliminated, saying the PRK 
was ready to meet “with the other groups of Khmers and their leaders, 
except the criminal Pol Pot and some of his close collaborators.”!© And in 
early September, Hun Sen told an interviewer that “we will allow the 
Khmer Rouge party to have a role to play in the negotiations and a role to 
play in the solution.” The only two leaders who would not be acceptable 
were Pol Pot and Ieng Sary.!” The Khmer Rouge denounced the proposal 
for talks among Khmer parties as “perfidious, tricky, and deceitful maneu- 
vers to push the CGDK into holding talks with its puppets in Phnom 
Penh.”18 

Unperturbed by the Khmer Rouge rejection, the PRK on October 8 
announced a five-point peace plan in which it offered Sihanouk a high posi- 
tion in the government and also agreed to hold elections with foreign ob- 
servers to set up a government “to build a peaceful, independent, 
democratic, neutral and non-aligned Cambodia.”!? The addition of the 
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word ‘neutral’ to the earlier formula of a nonaligned country was seen by 
some analysts as a potentially significant change. 

During a visit to New York in October, Sihanouk explained to ASEAN, 
Chinese and U.S. officials his plans to hold exploratory talks with the PRK 
premier. While China was lukewarm about the idea it did not want to 
appear as a roadblock to peace in Indochina. In a significant change of 
position, Beijing told the prince that it wanted him to take over the leader- 
ship of a Cambodia where neither the Khmer Rouge nor the Heng Samrin 
group would have dominating influence. 

After negotiations through French intermediaries, Sihanouk agreed to 
meet Hun Sen at his hotel in Fere-en-Tardenois north of Paris. Two con- 
ditions for the meeting were that Hun Sen would seek an audience with the 
prince as a simple citizen and the proceedings of the meeting would be 
made public. The historic encounter between the exiled monarch and the 
36-year-old premier took place December 2—4. Despite harsh words from 
Sihanouk a few days later, Hun Sen seemed to have impressed the prince. 
Cambodia’s tragedy, he told Sihanouk, stemmed from the coup against the 
prince and later the takeover of power by Pol Pot and his associates. He 
said that, like Sihanouk, they (the PRK) too are for “hundred percent 
independence,” but they had no choice but to turn to Vietnam to save the 
population from Pol Pot. 

The joint communique signed by Sihanouk and Hun Sen on December 4 
said the conflict in Kampuchea must be resolved politically; that there 
must be negotiations among all the Cambodian parties to the conflict to 
put an end to the war and reconstruct a peaceful, independent, democratic, 
sovereign, neutral, and nonaligned Cambodia; that once an agreement was 
reached an international conference should be held to guarantee the agree- 
ment; and that the two parties would meet again in January in Fere-en- 
Tardenois and at Sihanouk’s palace in Pyongyang at a later date. 

There is no doubt that the communique accorded the Phnom Penh pre- 
mier a new international stature and put the resistance coalition partners 
on the defensive. “The joint communique can be considered a call to all 
other Cambodian factions to come sit at the negotiating table. A solution 
must be reached by the Cambodian people themselves,” Hun Sen said in a 
press conference after the meeting. Ranaridh, who also participated in the 
talks, delivered a veiled warning to the CGDK partners: “We hope sin- 
cerely that, as patriots, they will note that the train of peace is in motion 
and they must jump on.” In private Sihanouk’s entourage said that the 
ball was now in China’s court. 

Observers were struck by the fact that the communique contained no 
reference to Vietnamese occupation. Stung by criticism on this score and 
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also out of a desire to pressure the Khmer factions to come to the table, 
Sihanouk seemed to change his mind. On December 9 he sent a cable to 
Hun Sen saying that as long as the other two coalition partners—the 
Khmer Rouge and the KPNLF-——do not agree to join in the talks, it was 
futile to meet him. In a note to the press, probably aimed at reassuring 
China, Sihanouk accused Hun Sen of trying to have these meetings “to 
conduct his own propaganda and to bring France and the international 
community to give de facto recognition to the illegal regime of Phnom 
Penh, valet of Hanoi and Moscow.” 

. Despite his strong words against Hun Sen, Sihanouk had not closed the 
door. When a news report quoted an ASEAN spokesman expressing dis- 
appointment at Sihanouk’s December 9 decision, the prince quickly re- 
turned to the talking mode. Saying that he was “surprised and saddened” 
by the ASEAN reaction because it had never been very favorable to his 
idea of meeting with Hun Sen anyway, Sihanouk declared himself ready to 
resume the dialogue in January at a hotel in a Paris suburb. In another 
switch before the end of the year, he changed the venue of the next meet- 
ing to Pyongyang. 

Whatever happens in the next round of talks with Hun Sen and whether 
the other coalition partners join in or not, the meeting in Fere-en-Tarde- 
nois has clearly ushered in a new phase when diplomacy rather than mili- 
tary strategy will have center stage. And the principal actor on that stage 
is the former God King who was overthrown seventeen years ago. 
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INDIA IN 1987 


Democracy on Trial 


Bharat Wariavwalla 





Indian democracy was once again on trial in 1987. It 
had been on trial before in 1973-74 and that had ended in a tragedy: the 
imposition of the Emergency in 1975. While another Emergency is now a 
remote possibility, some events of 1987 portend ill for this democracy. 

The event of the year no doubt was the resignation of V.P. Singh from 
the Union cabinet on April 12. Before leaving the defense portfolio he 
made a disclosure that stunned the nation: kickbacks amounting to 300 
million rupees (approx. $25 million) in a defense deal. Presumably he was 
referring to the purchase of HAW German submarines in 1981-82. 
Shortly after came a Swedish radio station disclosure that a payment of 
about 500 million rupees was made to parties (their identity yet unknown) 
by the arms manufacturer, Bofors, on a 13-billion rupee defense deal 
signed with the Indian government in March 1986 when the defense port- 
folio was held by Prime Minister Rajiv Gandhi. 

Public propriety became the nation’s prime concern. The integrity of 
the government and of friends and colleagues of the prime minister were in 
doubt in the public mind. Rajiv Gandhi’s Mr. Clean image became some- 
what sullied. By the spring and summer of the year V.P. Singh suddenly 
had became the symbol of integrity, the guardian and upholder of public 
norms, and a possible alternative to Rajiv Gandhi. The Singh episode 
marked a turning point in Indian politics. Once again the saintly tradition, 
represented by Gandhi and Jayprakash Narain (JP), has returned. V.P. 
Singh now reminds people of the dharma of the king and people. 

Rajiv Gandhi’s response to Singh’s challenge was somewhat like his 
mother’s to JP’s. Like Indira Gandhi, her son has responded to the 
charges of violation of public propriety and democratic norms by none too 
convincing explanations, prevarications, and appointments of committees 
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and commissions without real powers of investigation. On the issue of 
Bofors and Fairfax (a private U.S. firm engaged to investigate foreign ex- 
change violations by Indian firms abroad), the government has not yet or- 
dered a serious, thorough, impartial investigation. But there is a return of 
the Indira Gandhi language and style of politics in another way. Un- 
nerved by the charges of corruption, faced with declining popularity, and 
shaken by the crushing defeat of his Congress (I) party in Haryana state 
elections in June, Rajiv Gandhi took politics to the streets, as his mother 
often did. At a public rally in July in Delhi, he talked of the deep conspir- 
acy hatched by foreigners and their domestic allies to “destabilize” the 
country; he also implied that his opponents were “Jai Chands and Mir 
Jaffers”—traitors. 

The use of state power to suppress dissent was another disturbing fea- 
ture of the year. In September the offices of The Indian Express, an Eng- 
lish-language daily that exposed the government on Bofors and other 
irregularities, were raided; the raids were followed by a prolonged “strike.” 
A Nicaraguan La Prensa drama was enacted in India. 


Public Propriety and Democracy 

No one in early 1987 would have thought that V.P. Singh would chastise 
the government of Rajiv Gandhi for corruption, and in doing so become 
the upholder of public probity. An amateur painter and poet of some 
merit, he had been all too content to be a faithful follower of the prime 
minister. Unfailingly, he referred to him as leader, a rajput expression of 
feudal loyalty. Problems arose when he took his task as Minister of Fi- 
nance much too seriously. By impartially and sternly punishing corrupt 
businessmen and bureaucrats, however well placed, he was really mount- 
ing an assault on the “license-permit Raj,” an alliance of businessmen, pol- 
iticians, and bureaucrats which, for the past two decades, had cheated the 
consumer, stifled incentives and production, kept the economy from grow- 
ing, and above all, subverted democratic processes. 

The license-permit Raj had truly flowered under eighteen years of Indira 
Gandhi rule, which her son on becoming prime minister in 1985 had often 
said he wanted to dismantle. In this venture Singh was Rajiv’s ally, but 
perhaps the former took his task too seriously and zealously for the latter’s 
liking. If that was the case, then the differences between the two related to 
means and not ends. But a more plausible explanation would be that Rajiv 
Gandhi lacked the determination, political skills, and vision to dismantle 
his mother’s legacy; to do so would have invited a formidable opposition of 
individuals and institutions that have a vital stake in the perpetuation of 
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the Indira system. Rajiv Gandhi chose to give in to them rather than fight 
them. But not V.P. Singh. 

By the beginning of 1987 Singh had already lost the prime minister’s 
confidence. Amidst the near Indo-Pak collision in January, he was moved 
from the Finance to the Defence Ministry, and on March 12 his trusted 
aide, Bhure Lal, was shifted from the Enforcement Directorate, a step that 
was meant to slight Singh. Before his resignation from the cabinet on 
April 12, he was accused by fellow party members known to be close to the 
prime minister of jeopardizing the country’s security by engaging Fairfax 
to investigate foreign exchange violations by Indian business firms. The 
American firm, the government now maintains, has connections with the 
CIA.! 

Before leaving his cabinet post Singh disclosed some details about kick- 
backs in a defense deal. This was the first time anyone in power had men- 
tioned corruption in government. The statement made a great impact on 
public consciousness, for it was an open acknowledgement by a person in 
power of what many people had believed all along—i.e., not only is the 
government corrupt but it has no intention to purge itself of corruption. 
By July-August, as one public opinion poll showed,” corruption emerged 
as the principal public concern; 72% of persons questioned believed the 
prime minister’s friends and associates were involved in the Bofors payoffs, 
while 44% thought that the prime minister himself was involved. The poll 
also showed that 45% of the people in the north favored V.P. Singh for 
prime minister, while 52% still favored Rajiv Gandhi. 

The Singh episode illustrates one persistent reality of Indian politics: 
effective opposition to the ruling party and the government at large comes 
not from established political parties but from individuals who employ a 
saintly language of political discourse. JP did that in 1973-75, as did Gan- 
dhi during the independence struggle. Jan Jagran, or the moral awakening 
of people, was what Singh embarked upon in July-August, and on Gan- 
dhi’s birth anniversary October 2 he launched the Jan Morcha (people’s 
platform) movement and agitation. Cleaner politics and more par- 
ticipatory democracy are its stated aims. Whether Singh’s Jan Morcha can 
become an effective political organization capable of challenging the Con- 
gress Party at the 1989 polls is a question only astrologers would venture 
to answer. 


1. A commission headed by two judges of the Supreme Court published a report on De- 
cember 9, charging V.P. Singh and others with jeopardizing national security by engaging 
Fairfax. See Indian Express, December 13, 14, 15, 1987. 

2. Poll conducted by Marketing and Research group in August; see India Today, August 
31, 1987. 
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Center-State Relations 

The year witnessed increasingly violent assertions for autonomy by ethnic 
and religious minorities and by the poor. Violence in Punjab was on the 
rise, while agitation by the Gurkha National Liberation Front (GNLF) for 
greater autonomy of the Nepali-speaking Indians took on a violent charac- 
ter in July and August. The year also saw the beginning of a movement 
for autonomy in the Jharkhand “tribal” area, which encompasses parts of 
Bihar and Uttar Pradesh. 

The imposition of the President’s rule in Punjab in May ended the 21- 
month rule of the Sikh Akali Dal party. Delhi’s reason for dismissing the 
Akali Dal ministry headed by Barnala was that the latter had failed to 
curb the activities of terrorists and that effective power had passed on to 
gun wielders and the gurudwaras. President’s rule was extended for six 
months in December, and the administration of law and order by Delhi 
has to some extent curbed terrorism. But the ultimate answer to terrorism 
in a democracy is only democratic politics, for that alone can isolate the 
extremists by building a consensus among the majority of moderates. At 
the moment Delhi looks at Punjab only as a law and order problem and in 
the context of Indo-Pak relations. 

During the year the Congress (I) Party lost state elections, as expected, 
in Haryana, Kerala, and West Bengal, and won in Nagaland. The scale of 
defeat in Haryana in June was a cause for alarm for the ruling party, as it 
might be an indication of the people’s mood in the vital Hindi belt, the 
mainstay of its power. It seems that Delhi under Rajiv Gandhi is more 
tolerant of the non-Congress (I) governments in the states than was his 
mother. Perhaps he has no choice but to live with the reality of the erosion 
of his party’s power. 


Press Freedom 

Ambassador Galbraith once remarked that the Indian press was free but 
ever willing to oblige the government. The experience of press censorship 
imposed during the Emergency in 1975 made a section of the journalistic 
community bold enough to question and investigate the government’s pro- 
nouncements and policies. Bob Woodward is the hero of many young 
journalists who today occupy important positions in the print media. 

The Indian Express had been systematically, and perhaps a little too 
stridently, investigating the Bofors scandal, much to the discomfiture of 
the government. Ever since the Swedish radio broadcast in mid-April on 
kickbacks involved in the 13-billion-rupee Bofors arms deal, the paper had 
set out to uncover the identity of the recipients of these payments and 
expose the government’s attempts to suppress information on the deal. On 
September 1, 300 officials of the Directorate of Revenue Intelligence de- 
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scended on eleven Express offices throughout the country, ostensibly to 
investigate the evasion of customs duty and foreign exchange violations by 
the paper. Why the teleprinter sections of the press, which were uncon- 
nected with the investigations, were sealed remains a mystery. The raids 
were followed by a 47-day strike in the Delhi office of the Express in Octo- 
ber and November. The timing of the strike—-during the autumn session 
of Parliament—was significant. The government has served thirty show 
cause notices and launched fifteen prosecutions against the paper. Two 
bodies concerned with freedom of the press, the Editor’s Guild of India 
and the Press Council of India, condemned the raids and harassment as a 
premeditated and “planned operation to cripple the Indian Express estab- 
lishment . . . (it) posed a serious threat to the freedom of the press.’’> 


Foreign Relations 

The year began with a near armed collision between the region’s two major 
antagonists, India and Pakistan. The high point of the crisis, which basi- 
cally arose from misunderstandings over the scope of each other’s annual 
military exercises, was reached on January 24 when India moved troops 
along its western borders. This was, as Delhi argued, in response to an 
earlier positioning of Pakistani armored and infantry divisions opposite the 
Fazilka-Abohar area of Punjab. Soon thereafter, deescalation talks be- 
tween the two began and the crisis was diffused. With the coolness charac- 
teristic of him, President Zia expressed on January 19 in the midst of the 
confrontation, his desire to visit India to watch an Indo-Pak cricket test. 

The possibility of a war by accident or miscalculation is always present 
in such situations. The element of accident can perhaps be removed by 
prompt communication and advance information on the force deploy- 
ments of the adversaries. But the possibility of a war arising out of miscal- 
culation is more difficult to eliminate for miscalculations arise out of 
fundamental misperceptions that one adversary holds of another. How 
badly both can misperceive was amply demonstrated by the near Indo-Pak 
collision in January. The point can be stressed by citing the Indian reac- 
tions to a remark the Pakistani nuclear scientist, A.Q. Khan, made to the 
noted Indian journalist, Kuldip Nayar, on January 28. Khan said, “You 
have it [the bomb] and now we have it. Now you must come to a faisla [an 
understanding based on reality of power] with us.”* Even though the 
interview took place on January 28, three days after the deescalation 
process had started and even though it was not published until March 1,° 


3. Indian Express, December 6, 10, 1987. 
4. India Today, March 31, 1987. 
5. Observer (London), March 1, 1987. 


124 ASIAN SURVEY, VOL. XXVIII, NO. 2, FEBRUARY 1988 


influential members of the Indian foreign policy community chose to read 
into Khan’s statement Pakistan’s readiness to resort to nuclear threat and 
blackmail in the situation as it had prevailed in January. One would shud- 
der in horror to imagine a similar confrontation, but one in which both 
powers had unannounced nuclear weapons capability—a bomb in the 
basement. Most Indian strategic analysts, taking a leaf from Kenneth 
Waltz’s writings on nuclear weapons, would glibly say that the awesome- 
ness of nuclear weapons inspires constraints. 

Some 30,000 men of the Indian Peace Keeping Force—the figure is 
given by President Jayewardene—are in Sri Lanka, fulfilling the onerous 
obligations India undertook in the India-Sri Lanka peace accord of July 
29. Beyond doubt this is the most ambitious undertaking the country has 
embarked upon, all in pursuit of its long-held aspiration to be the keeper of 
the peace in the “Indian subcontinent.” It has always strongly opposed 
extraregional security links by its neighbors, and in the case of Sri Lanka it 
has feared that continued ethnic strife there would bring in outside powers. 
Another important reason for involvement in Sri Lanka was concern for 
the ethnic rights of the Tamils there and enormous pressures from the 
state of Tamil Nadu to protect Tamils, even by intervention. 

In early June India intervened in Sri Lanka by sending food supplies in 
transport planes, escorted by Mirage-2000 fighter bombers, to the Tamils 
of Jaffna. The violation of the Sri Lankan airspace was explained by Delhi 
as regrettable but necessary and only intended to provide food supplies to 
the beleaguered Jaffna Tamils. Then came the peace agreement in July 
that put an end, at least on paper, to the four-year old ethnic strife in the 
island nation. The end of Indian involvement in Sri Lanka depends on 
whether India can secure an unequivocal endorsement of the July agree- 
ment by the Tamil Tigers, and whether President Jayewardene can gener- 
ate enough domestic support for it. Besides, there are wide differences 
between the various Tamil groups and the Colombo government on the 
scope of autonomy for the Tamils that is provided in the agreement. But if 
India can get Sri Lanka to agree to a treaty of peace and friendship (bar- 
ring the military presence of outside powers in Sri Lanka), New Delhi will 
have partly succeeded in the realization of its long-held objective of remov- 
ing the military presence of extraregional powers in the South Asian re- 
gion. How the involvement turns out in future little concerns the current 
Indian leadership, which seems willing to pay the price for regional domi- 
nance. 

The eighth round of the India-China border talks held in Delhi in No- 
vember might have seen the beginning of better relations between the two 
countries. Unlike the previous rounds, which were concerned with legal 
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and technical details, this round addressed itself to providing a larger 
political perspective on the border dispute. It seems that there was a slight 
shift away from the previous Indian position, which conditioned improve- 
ment in Sino-Indian relations on the resolution of the border conflict, to a 
position where India sees an all-around improvement of relations in all 
fields—trade, cultural, political—as necessary for the settlement of the 
border problem. Here it is significant to note that on the recent troubles in 
Tibet, India clearly stated that it was an internal affair of China. Perhaps 
it was the change in the Soviet-China policy, signaled by Gorbachev’s Vla- 
divostok speech, and the realization that the political cost of a Sino-Indian 
political impasse is high, that prompts Delhi to search for a new policy 
toward China. 


Into 1988 and Beyond 


The events of 1987 do not augur a happy 1988. India was faced in 1987 
with the worst drought in this century and its economic consequences are 
going to be felt in the next year and beyond. The question of public pro- 
priety raised by the Bofors and Fairfax scandals and the way the govern- 
ment has suppressed these scandals are of great concern, not just for the 
opposition parties, which would use them to discredit the ruling party in 
the 1989 election, but for Indian democracy itself. Parties in power in all 
democracies do not always scrupulously observe public norms, but most 
Western democracies have institutions to protect the norms. India’s de- 
mocracy, however, is not only one of the uncleanest of democracies but it 
has never really pulled itself together to cleanse itself. 

Misuse of power and public corruption result in subversion of demo- 
cratic institutions. In the Fairfax case, an agency was hired to trace for- 
eign exchange violations by Indian business firms that have resulted in 
large outflows of money from the country. But in order to protect firms 
that engage in such violations, often with the connivance of politicians and 
bureaucrats, the government chose to suppress the Fairfax affair by sub- 
verting the judicial process. It appointed a commission, not to punish the 
guilty but to charge those who hired Fairfax—V.P Singh and his col- 
leagues—of jeopardizing national security by engaging the agency. The 
accused were not even allowed to present their case to the commission and 
cross-examine the “evidence” the commission had gathered. Such cover- 
ups then impel the ruling party to invent specters of the nation in danger. 
“De-stabilization, threats from within and without, national unity at 
stake’’—are the calls the ruling party under the leadership of the Nehrus 
has periodically made for the past two decades. 





PAKISTAN IN 1987 


Transition to Democracy 


Rasul B. Rais 








Formation of consensus on the structuring of appro- 
priate democratic institutions has remained a dilemma in Pakistan. The 
failure to successfully rehabilitate politics and establish stable constitu- 
tional arrangements is rooted in asymmetry of the federal units, the cen- 
tralized authority structure of the state as it has evolved over the decades, 
and the personality-orientation of political parties. Disregard for organ- 
ized and programatic politics and the projection of individual differences 
into public affairs have blurred the line between personal antagonism and 
ideological differences. The vacuums created by sharp divisions among 
politicians and their inability to compromise and mediate political tensions 
have frequently paved the way for praetorian interventions. This is not to 
suggest that political ambitions of the generals did not influence their deci- 
sions to intervene in domestic politics, but without opportunities created 
by political rifts that generated social strife, the men in uniform could not 
step in. Once in power they rationalized their “revolutions” as necessary 
to save the country in the wake of the total collapse of civil authority, to 
restore order, and to create the conditions required for democracy. But 
return to democracy and participatory politics were neither valued nor re- 
ceived a high degree of commitment. Rather, the improvement of eco- 
nomic conditions and development became the ideologies and tools of the 
military rulers. Emphasis on nonpolitical models of socioeconomic change 
had two objectives, first, to depoliticize the national environment by de- 
flecting attention from political to economic issues, and second, to gain 
legitimacy through developmental symbolism. 

While the previous military regimes and President Zia have attempted 
to build a coalition of economic and political interests around them,! the 
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main constituency from which they have drawn authority has been the 
military-civil bureaucracy, which has projected its image as the guardian 
of national integrity. This coalition of elites has a scathing view of popular 
politics and politicians. Apart from group interests perpetuated through 
dominance over the state apparatus, the bureaucratic-military elite have 
nurtured a messianic self-image about their role and their capacity to 
restructure social, economic, and political institutions in the expectation 
they will grow, stabilize, and attract participation. If politicians have 
failed to prevent a reshaping of the political system by the bureaucracy, 
they have succeeded in withholding legitimacy and have effectively ex- 
ploited resentment and discontent in the launching of political movements. 
Thus, the pattern of controlled and centralized institutionalization has 
turned into social unrest and political chaos. 

President Zia, after nearly ten years of stable rule, has initiated a transi- 
tion to democracy. Since the lifting of martial law and holding of partyless 
elections in 1985, many steps have been taken that have brought about a 
qualitative change in the political atmosphere of Pakistan. Restoration of 
the federal legislature and provincial assemblies, and civilianization of the 
government apparatus have raised the hope for gradual restoration of de- 
mocracy. But this view is not shared by all political elements in Pakistan. 
The political parties that opted to boycott the partyless elections continue 
to question the democratic intent of Zia’s initiatives and the efficacy of the 
civilian arrangements introduced so far. They assert that the civilian set- 
up is a facade for military rule behind the scenes.? . 

Critics of the present political arrangements have tended to build a the- 
ory around the notion of an “invisible” power structure. According to this 
thesis, the real power has been retained by President Zia through establish- 
ing a facade of parliamentary democracy in which Prime Minister Junejo’s 
role is curtailed by the circumstances of his assuming this office. They 
marshal their arguments around two points. First, Junejo was handpicked 
by Zia and was elected to the National Assembly as an individual and not 
as a leader of the Pakistan Muslim League (PML), which is now the ma- 
jority party in Parliament. This view depicts Junejo as Zia’s man, or at 
best his junior partner, for it was long after Junejo’s nomination as prime 
minister and unanimous vote of confidence by the independently elected 
members of the National Assembly that the PML was formed; he became 
its head when Pir Pagara voluntarily relinquished his leadership. 


2. Anwar Syed, “Pakistan Politics: Authoritarianism, Institutional Decay and Political 
Violence,” Nation (Lahore), October 20, 1987. 

3. See Nawabzada Nasrullah Khan’s interview in the Muslim, (Islamabad), November 24, 
1987. 
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Second, Zia has preferred to stay on as army chief-of-staff even after his 
“indirect” election as president in the December 1984 referendum, which 
was generally regarded as asham. Also, amendments to the 1973 constitu- 
tion, which aim to balance the powers of the prime minister and president, 
have been rather heavily tilted in favor of the president, who claims a pop- 
ular mandate for his position. It is asserted that by creating politically 
inspired constitutional arrangements, Zia has attained a leverage that he 
can use to reverse the civilianization program or scuttle the system if he 
fears drift and deviation from the norms he cultivated in his capacity as the 
Chief Martial Law Administrator (CMLA). While allowing the prime 
minister to act freely within mutually agreed limits, President Zia’s role 
has raised questions about his democratic intentions in transferring power 
to the civilians. His opponents argue that he devised the partyless elec- 
tions to parliament, provincial assemblies, and cabinets to perpetuate his 
rule by keeping the co-opted influential figures in the forefront. He got 
maximum mileage through martial law, but then he needed civilian ar- 
rangements, not only to stay in power but also to give his rule the look of a 
popular participatory democracy. Have the post-martial law arrange- 
ments legitimized Zia’s rule or strengthened the political order developed 
by him? Who wields the real power in the present set up, President Zia or 
Prime Minister Junejo? What is the nature of political involvement in the 
Zia-Junejo system? Are the parties that boycotted the partyless election 
finally loosing their relevance? Are the present arrangements a genuine 
transition to democracy? Do they hold any promise for stable and consen- 
sual politics in Pakistan? The following sections of the essay assess the 
present arrangements in light of the above questions and evaluate the abil- 
ity of opponents to challenge or déstabilize them. 

A fundamental change in the political process that occurred with the 
1985 general elections continues to-attract and strengthen popular partici- 
pation. This was apparent in the Local Bodies poll on November 30, 1987, 
which involved 75,000 units at different levels. The questions relating to 
the constitutionality or genuineness of the 1985 elections have lost rele- 
vance with the swinging of political power from the military establishment 
to public representatives. The opposition alliance, the Movement for the 
Restoration of Democracy (MRD), failed to anticipate potential for this 
change when it decided to boycott those elections. It expected neither the 
impartiality of the Zia regime nor the overwhelming turnout of the elector- 
ate. The success of the partyless elections has not only isolated the opposi- 
tion parties from the mainstream of national politics but has considerably 
diminished their influence. Public interest and involvement in post-martial 
law politics might be attributed to two factors. First is the political clien- 
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telism or patron-client relationships that have flourished in the highly per- 
sonalized character of Pakistan’s politics, perpetuated in large part by the 
lack of an appropriate institutionalization of politics. Connections with 
the central authority system of the state enables the established politician 
or a new political aspirant to solidify his local position. Representative 
status is the important means of access to government. In this traditional 
pattern, loyalty to and support of the government are exchanged for eco- 
nomic and political favors. Therefore, elections with or without parties 
present opportunities for a political career and local influence which the 
majority of middle rank politicians do not want to miss. Secondly, the 
influence of a local politics syndrome is present, in which powerful polit- 
ical families and individuals cannot let political rivals have a walkover by 
default or abstention. This has attracted their active involvement in elec- 
tion and post-election politics. With weak structures and fluid loyalties, 
political parties have failed to impose a rigid discipline on their members. 
Local politics and expediencies more than the central party line have influ- 
enced the decision of party workers and local office bearers to stay away 
from local or national elections. MRD party workers in the past chose to 
quit their parties rather than not participate in elections. Many of these 
politically independent public representatives were induced into the 
clientelistic politics of the ruling Muslim League, and this was one of the 
factors that pushed the major political parties to contest the November 
1987 Local Bodies polls. 

Political parties and personalities that boycotted the 1985 National As- 
sembly elections realized in hindsight the mistake of abstention. Leaders 
of the Pakistan People’s Party, which commands a relatively larger mass 
following, reluctantly went along with the MRD’s boycott decision to 
maintain the solidarity of the alliance. Smaller parties that were instru- 
mental in the decision would not have secured more than a few seats in the 
election in any case, and the boycott strategy therefore suited their politics. 
Smaller MRD components have subsequently attempted to impose deci- 
sions on the People’s Party that the latter has decided to discard and chalk 
out its own political strategy. It is yet to be seen how the go-it-alone 
approach of the People’s Party would help achieve further democratiza- 
tion of politics. However, a shift in the People’s Party’s attitude toward 
participation in the present system is evident from its decision to contest 
the Main Channu by-election in September, which it lost to a candidate of 
the ruling Muslim League, and to field its candidates in the Local Bodies 
polls in November in 60% of the constituencies. 
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Although Local Bodies polls were formally held on a nonparty basis, 
party candidates were allowed to contest these elections, a significant 
change in the rules. In the previous elections (1979, 1983) a large number 
of candidates were disqualified for party affiliations, while in November 
only those who used party platforms, symbols, and flags were disqualified. 
Almost all parties, both national and regional—except a few in the MRD 
who lacked resources to contest a large number of seats—compaigned fe- 
verishly for their candidates. Major parties and groups even published 
slates for district councils and municipal committees. Technically, the 
elections were partyless but practically all parties were actively involved. 

Apart from the need to build political support at the grass-roots level, 
the opposition parties have attempted to take full advantage of the relative 
opening up of the political process in Pakistan. It would be premature to 
conclude that the major opposition parties now trust the system and ex- 
pect a fair deal; but one cannot fail to discern their appreciation of the 
growing role and prestige of the civilian government of Prime Minister 
Junejo. These parties have found, perhaps to their astonishment, that 
while Junejo may be entrapped in the system, his administration is not a 
showpiece of the military establishment. He has increasingly asserted his 
constitutional role and has been reasonably successful in establishing his 
independence.° His initiatives have begun to earn him the stature of a 
credible leader of the civilian regime. Perhaps this was not the intention of 
President Zia when he selected Mohammad Khan Junejo to be prime min- 
ister; a commonly held view is that Zia wanted him to perform a 
subordinate role. 

Junejo has succeeded in restoring free competitive politics in the country 
much faster than was initially envisaged. The regime is quite tolerant of its 
opponents and is soft on the activities of political parties that are techni- 
cally “defunct” due to their refusal to register with the office of the Chief 
Election Commissioner. There are no more restrictions on their mass ac- 
tivities or expression of views, although in 1987 a few politicians were 
barred from entering Sind due to the ethnic turmoil there. Press censor- 
ship has been lifted altogether and the government appears prepared to 
repeal press and publication ordinances imposed more than two decades 
ago. Thus, one may disagree with the pace of democratization or the de- 
gree of freedoms hitherto restored, but should not fail to recognize the 
transition from martial law to representative government that has been 
achieved during the past two years. Many political leaders have begun to 
perceive the present arrangements as a “bridge to democracy,” and ques- 
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tions of the present system’s legitimacy have increasingly lost relevance. 
Therefore, the demand of the opposition parties to hold new elections in 
1988 on a party basis is not attracting much attention. Most eyes are now 
fixed on the general elections in 1990, and if the Junejo government is able 
to assure opposition parties of its strong commitment to the electoral pro- 
cess and further strengthens its credibility, they will not insist on elections 
before the scheduled date. That the Local Bodies polls were held on 
schedule has greatly contributed to the system’s self-confidence and has 
definitely promoted its plausibility as a pragmatic and transitional phase in 
the process of restoring “full” democracy. 

In the present set up, the issue of division of executive power between 
the president and the prime minister has not only created the impression 
that there is dyarchy at the center, but has also fueled a controversy about 
a latent struggle for power between Zia and Junejo. Opinions differ on the 
extent of direct or indirect control President Zia has retained over the fed- 
eral executive, but it should be made clear that in the present distribution 
of power he and Prime Minister Junejo have a relationship of mutual vul- 
nerability. Both have stakes in the success of the present arrangements. 
They would lose or gain together. Rocking the boat by either of them 
would result in a political crisis, the consequence of which might 
destabilize the entire system. Thus, there apparently is no incentive for 
them to politically confront each other or indulge in intrigues. They need 
each other both as individuals and as leaders of two different institutions, 
and their interests undoubtedly converge in the maintenance of the post- 
martial law institutions and political practices. However, the self-assertion 
of Prime Minister Junejo is noticeable in three important areas. First, he 
used his own discretion in choosing members of his cabinet and in the 
selection and transfer of high ranking bureaucrats in the government and 
ambassadors abroad. He succeeded in phasing out bureaucrats and mili- 
tary officers of the martial law period, preferring to give important portfo- 
lios to politicians rather than to the “technocrats.” Secondly, the prime 
minister has tended to give himself the credit for the lifting of martial law, 
and on occasion he has attempted to attribute such problems as corrup- 
tion, mismanagement of public funds, and lack of bureaucratic accounta- 
bility to the eight years of martial law. Above all, he kicked up a 
controversy during his budget speech in the National Assembly when he 
referred to the generals as “royal people.” These statements were in- 
tended to build Junejo’s self-image as a leader in his own right and to 
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assert the supremacy of the civilian government over the civil-military bu- 
reaucracy. l 

A third area in which Prime Minister Junejo appears to have taken a 
strong position is in the government’s soft attitude toward the opposition. 
He has shown a flexibility and tolerance that have earned him considerable 
esteem among the opposition politicians. Lifting the ban on activities of 
politicians and parties has projected a positive image of Junejo. The oppo- 
sition is coming to realize that some democracy is better than no democ- 
racy, and while its leaders do not share the prime minister’s perception on 
the transition to democracy, they have nonetheless allowed him to grow as 
a credible civilian leader, and have avoided directing their tirades at him. 
This attitude, in turn, has had a liberating effect on the prime minister. 
With his quiet temperament, perseverance, and skill, Junejo has gradually 
risen to be the real power of the government, and to this President Zia has 
increasingly acceded. It does not appear likely that the president would 
use his “trump card” to undo the progress made toward civilianization of 
the system. The success of Junejo in assuming the role of an assertive 
prime minister would, in fact, reflect the success of the Zia system—this 
assumes that Zia will finally decide to exit from the political scene when 
his tenure expires in 1990—and this process would earn the president the 
credit for playing a historic role in passing power peacefully to public rep- 
resentatives through graduated democracy. A number of other factors 
raise optimism about the irreversibility of the gradual restoration of the 
democratic process. Among them are the revival of party politics, active 
participation of the major political parties in the Local Bodies polls, and a 
growing popular consensus that the existing institutional framework has 
opened up opportunity for a free competitive politics that will continue to 
strengthen confidence in the present arrangements to rehabilitate the 
rusted political institutions and pave the way for truly democratic politics. 


Economy 
The civilian regime has not tampered with the denationalization policy of 
President Zia. The growing sentiment is that the large number of enter- 
prises that were taken over by the Bhutto regime in the 1970s must be 
freed from bureaucratic control. Nationalization not only discouraged pri- 
vate investment in industry but also led to corruption, waste and misman- 
agement. The government has given greater incentives to the private 
entrepreneurs through creating tax free zones and providing tax holidays. 
More industries have been freed from specific lists and industrial sanction 
procedures have also been simplified to make it easier for private investors 
to set up industries. Private sector investment, though still short of pro- 
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jected targets, has shown an increase of 12 to 18% during the past few 
years.’ A consistent stress on deregulation, a relatively stable political en- 
vironment, and the formation of the civilian government seem to have re- 
stored the faith of the entrepreneur class in the future role of the private 
sector in the national economy. 

Although the economy has shown an annual growth rate of 6 to 7% 
over the past ten years, the long term economic prospects look very uncer- 
tain. There are reasons for pessimism. First, Pakistan has the lowest sav- 
ings rate among the developing countries. Second, for political reasons the 
government has avoided mobilizing domestic resources to fill the gap be- 
tween the investment and savings rates, which is 6% and has been financed 
by external borrowing. Pakistan is currently taxing only 25 to 30% of the 
assessed taxable income. Taxing farm income, which contributes 26% to 
the GDP, looks unlikely due to the capitalist farmers domination of Par- 
liament. As an alternative, the government has resorted to heavy internal 
borrowing and external aid at a very high cost to meet current expendi- 
tures. There is strong competition for resources between economic devel- 
opment sectors and national defense. A large part of the annual budget is 
allocated to nonproductive sectors with defense forces and civil adminis- 
tration consuming roughly 70% of the resources.® As a result of heavy 
government spending, the budget deficit in 1987 was 7.6% of GNP. 

Two factors have cushioned Pakistan’s economic problems in the short- 
term. First, are the remittances of Pakistanis working in the Gulf coun- 
tries, which have remained in the range of $2.5 to $3 billion a year. Remit- 
tances allowed Pakistan to meet its balance of payments deficit, which in 
1986-87 was $1.62 billion.? But with the oil bonanza leveling off in the 
Gulf, Pakistan is likely to face uncertainties about the retention of jobs by 
its workers. A second factor that has contributed to easing economic pres- 
sures is foreign aid, which for the 1987-88 budget contributes $1.6 bil- 
lion.!° Although foreign aid has increased substantially over the years, the 
net flow of external resources has been about $350 million. This means 
that more than 70% of foreign aid has been expended on debt servicing. 

Despite the substantial increase in foreign aid and impressive domestic 
productivity during the past 10 years and with per capita income of $390, 
which makes Pakistan nearly a middle income country, the social sector 
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has remained grossly underdeveloped. Pakistan spends far less per capita 
on education, health facilities, and public utilities than many developing 
countries. The gap between rich and poor that widened due in large part 
to the ill-conceived development strategy in the 1960s has continued. 
Present economic policies, with private sector bias, though showing some 
sensitivity toward rural development, still leave Pakistan with a long way 
to go to achieve balanced development of all sectors, all regions, and all 
classes. Structural changes are required to tackle the problems of resource 
shortage, dependence on foreign flows, and social backwardness. !! 


Foreign Relations 

The task of developing a credible deterrence and defense posture against 
India has been at the center of Pakistan’s threat perceptions and has con- 
fronted it with difficult choices ever since independence. Pakistan’s secur- 
ity environment worsened and became more complex with the Soviet 
occupation of Afghanistan. Given the impact of these two factors on na- 
tional survival, security issues have influenced foreign policy orientations 
and have guided the choice of friends. 

In the wake of the Soviet war in Afghanistan, Pakistan has moved closer 
to the United States for two reasons. First, it shared with the U.S. the 
perception that the Soviet Union would not contemplate withdrawal un- 
less it faced tough resistance from the Afghan mujahideen. This required 
enhanced military capabilities of the Afghan resistance and modernization 
of Pakistan’s armed forces through U.S. and Western assistance. Second, 
acquisition of relatively modern equipment and economic assistance in the 
context of the Soviet occupation of Afghanistan has added to Pakistan’s 
ability to resist Indian pressures. But Pakistan’s relations with the U.S. are 
neither comprehensive nor tension-free. Nor has Pakistan overlooked the 
need to improve relations with India. Also, despite differences on the Af- 
ghanistan question, it has striven to keep its relations with Moscow below 
the threshold of hostility. Therefore, with an uncertain geopolitical envi- 
ronment and a set of relatively ambitious goals, Pakistan pursues a most 
complex foreign policy. 

In 1987, two issues—Afghanistan and the nuclear program—have dom- 
inated the foreign policy agenda of Pakistan. Islamabad continues to insist 
that the Soviet Union give a short time-frame for the withdrawal of its 
forces from Afghanistan, one based on the logistical requirements of troop 
withdrawal. In Pakistan’s view, Moscow holds the key to the political 
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settlement of the Afghanistan issue. As the U.N.-sponsored indirect Ge- 
neva talks have achieved agreement in three areas—non-interference in 
Afghanistan’s internal affairs, international guarantees, and return of the 
Afghan refugees to their homeland—the process can achieve further suc- 
cess if and when the Soviet Union withdraws its forces. Despite the stale- 
mate in the Geneva talks, Pakistani leaders read positive and encouraging 
signals in the Soviet attitude, and they have succeeded in opening a bilat- 
eral channel for talks with Soviet leaders on the issue. Composition of the 
post-Soviet withdrawal government in Kabul has increasingly emerged as 
the relevant issue. Neither Soviet intimidation nor the spilling over of the 
war into Pakistan’s territory has changed Pakistan’s position, although it 
has faced tremendous domestic pressures to resolve the Afghan issue. 
These pressures are due to increased subversion that is generally believed 
to have been carried out by foreign agents.!? 

The United States announced in August that it would suspend aid to 
Pakistan temporarily because of its nuclear program. It suspected all 
along that Pakistan was developing its nuclear capability for military pur- 
poses, which Pakistan has consistently denied. An interview early in 1987 
in which Dr. Abdul Qadir, a renowned Pakistani nuclear scientist, report- 
edly told an Indian journalist that Pakistan had the material and know- 
how to develop atomic weapons was seen by the U.S. as a violation of 
earlier commitments made by Pakistan in order to be eligible for U.S. aid. 
The arrest of a Canadian national, Arshad Pervaz, who allegedly con- 
spired to smuggle into Pakistan special steel used in atomic program, fur- 
ther strengthened U.S. suspicions of a clandestine nuclear military 
program. The suspension of aid, which did not really affect that already in 
the pipeline, invoked strong sentiments in Pakistan. Should Pakistan de- 
pend on U.S. aid? Should it take the punishment? Is the U.S. a reliable 
source of economic and military assistance? These questions were consist- 
ently discussed in the press. The overwhelming sentiment is that Pakistan 
should never give up its independent nuclear program for U.S. aid. Pakis- 
tani policy makers, knowing how much they need U.S. aid and, under- 
standing how the U.S. system works, would be willing to give 
guarantees—short of U.S. or international inspection—that they would 
not allow enrichment of uranium to the weapons-grade level. The new 
initiative from Senator Daniel Inouye offers a chance for the issue to be 
resolved amicably.!3 This involves new language and understanding that 
gave Pakistan a 2 1/2-year waiver from the Symington Amendment for the 
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second aid period, in a compromise formula passed by the U.S. Congress 
in December. 


Conclusion 

The civilian governmental set-up that has evolved during the past two 
years has attained a considerable degree of acceptance and credibility. 
Political forces that initially opposed the civilianization program of Presi- 
dent Zia have lost appeal and appear to pose no serious threat. Stability 
and success of the present regime, however, would depend on two factors. 
First is the solidarity among politicians who have united under the um- 
brella of the Pakistan Muslim League. They share common political per- 
ceptions and have stakes in the continuity of the system until the 1990 
elections. Clientelistic politics keeps them glued to the power structure. 
Second is the ability of the Junejo government to maintain the trend to- 
ward liberal politics and attract the participation of political elements that 
for various reasons have chosen to remain on the sidelines. Having real- 
ized that they lack unity and public support to challenge the post-martial 
law system, the opposition forces seem to be opting for participation 
through the framework of existing rules and institutions. In the face of 
rising ethnic tensions, economic difficulties, and external threats, the 
Junejo administration needs to strengthen the opposition’s confidence in 
the democratic process for promoting a national consensus. 





SRI LANKA IN 1987 


Indian Intervention and Resurgence of 
the JVP 


Bryan Pfaffenberger 





Hopes for a peaceful solution to Sri Lanka’s civil war 
rose in 1987 when, in late July, India and Sri Lanka signed an accord that 
brought thousands of Indian troops to the strife-torn Northern and East- 
ern provinces, where militant Tamil youths are fighting to establish an in- 
dependent Tamil state called Tamil Eelam. Yet the signatories to the 
treaty, New Delhi and Colombo, failed to secure the support of the leading 
militant group, the Liberation Tigers of Tamil Eelam (LTTE). The conse- 
quences may prove disastrous. Within weeks of the signing, the Indian 
peacekeeping forces—now numbering over 20,000-—--found themselves in 
precisely the same predicament as their Sri Lankan predecessors: bogged 
down in a costly and bloody conflict with the LTTE, which has shown 
surprising strength against one of the Third World’s best armies. And 
President J. R. Jayewardene’s ruling United National Party (UNP) gov- 
ernment, already in deep trouble with the Sinhalese masses for failing to 
defeat the Tamil insurgents, now faces growing antigovernment radicalism 
fueled by the charge that Jayewardene has gambled away Sri Lanka’s sov- 
ereignty. A new Sinhalese insurgency, overtly committed to Sinhalese eth- 
nic chauvinism and deeply antagonistic toward India, has arisen from the 
ashes of the ultraleftist Janatha Vimukthi Peramuna (JVP) to pose a very 
real challenge not only to the UNP, but also to the very concept of parlta- 
mentary democracy in the beleaguered country. 


The Year in Review 
The year began with the LTTE in what would appear to be a position of 
strength. Firmly in control of the Jaffna Peninsula, the Tigers had govern- 
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ment forces effectively bottled up in their camps and were implementing a 
civilian administration. The LTTE could rely on support and refuge just 
across the Palk Straits in the Indian state of Tamil Nadu, where millions of 
Tamil-speaking peoples share a language and cultural tradition in common 
` with the Tamils of northern and eastern Sri Lanka. Yet the appearance of 
strength was partly illusory. The Sri Lankan Tamil militants’ activities in 
south India, which are said to have included drug trafficking, assassina- 
tions, robberies, and bombings, contributed to growing disenchantment 
with their cause among the Tamils in India. The LTTE’s bloody cam- 
paign to exterminate rival groups, coupled with its stated goal of establish- 
ing a “one-party state on the Yugoslavian model” in Tamil Eelam, helped 
to further erode public support. Sensitive to this erosion (and remember- 
ing the jailing of Tamil militants during the SAARC conference in Ban- 
galore in 1986), the LITE appears to have made the decision to move all 
or most of its operations to Sri Lanka. And that decision left the LTTE 
open to a major offensive by Sri Lanka’s security forces, which had grown 
in size and quality. 

The offensive began on February 7, following several days of shelling 
and the December cutoff of kerosene, gasoline, and other essential services 
in the north. If public opinion among Tamils in India had soured on the 
militants, sympathy appears to have grown for the Sri Lankan Tamil civil- 
ian population, which found itself caught between the pincer of the gov- 
ernment offensive and the cowardice of Tiger tactics that included the use 
of civilian hostages as firescreens. As civilian casualties mounted, Indian 
Prime Minister Rajiv Gandhi found himself under strong pressure to inter- 
vene against the offensive; indeed, Indian newspaper editorials called for 
an armed invasion. Gandhi chose at this point to threaten Colombo with 
the withdrawal of India’s role as mediator unless the offensive was can- 
celed. And so it ground to a halt. 

The standoff continued through March and most of April until, late in 
the month, a huge bomb went off in a Colombo bus station, killing more 
than 100 people. The government blamed the bombing on the Tamil mili- 
tants. To forestall public rioting and reprisals against Tamils living in the 
south, the government imposed a curfew and mounted retaliatory air 
strikes against rebel positions in the north. Opposition leaders in Parlia- 
ment, however, bitterly accused the government of failing to protect 
Sinhalese lives and of coddling the Tigers. A Sinhalese youth, interviewed 
on a Colombo street, spoke ominously of a “final solution to the [Tamil] 
problem,”! while Buddhist monks called for President Jayewardene’s res- 
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ignation. For his part, Jayewardene warned that he might cancel the 1989 
elections if the war did not end soon. 

To be caught between mounting antigovernment sentiment in the south 
and Indian pressure against military offensives in the north is nightmare 
enough for a Sri Lankan leader, but evidence of yet another grave problem 
soon forced its way to the surface. It was evident by May that radical 
Sinhalese youth groups were once again prepared, as they were in 1971, to 
pose a challenge to the political order. Following an unusually violent 
spate of May Day rallies, Jayewardene warned that the JVP was planning 
another insurrection along the lines of the 1971 Insurgency, which took 
more than 10,000 lives. To be sure, Jayewardene has frequently spoken of 
the JVP menace to justify otherwise unpalatable policies, but subsequent 
security operations showed that the UNP government took the threat seri- 
ously. After a wave of student unrest, the government closed six of the 
country’s nine universities, which are believed to be hotbeds of JVP re- 
cruitment. Island, a Colombo newspaper, reported that some 500 sus- 
pected JVP activists, all Sinhalese, had been detained under provisions of 
the draconian Prevention of Terrorism Act. 

Ample signs of insurgent activity in the south soon convinced even skep- 
tical observers that the JVP threat was real. A raid on the Pallekelle army 
camp near Kandy netted the group some automatic weapons. Allegations 
that army personnel within the camp had helped the raiders led to re- 
newed fears of JVP infiltration at virtually every level of government activ- 
ity. The captured weapons appear to have been used in two daring June 
7th raids, one on an air force base and the other at the Defense Academy 
in Colombo’s suburbs. Emulating an LTTE tactic, the JVP also appears to 
have embarked on a program to assassinate political moderates; more than 
50 local UNP activists have been slain thus far. 

Originally an ultraleftist organization, the JVP appears to have made an 
abrupt about-face by emphasizing the politics of Sinhalese chauvinism; its 
posters and graffiti call the UNP attempts to negotiate with the Tigers 
treasonable. Such language, however, could reflect a cynical JVP strategy 
to destabilize the government at any cost, even inflaming ethnic animosity. 
Another interpretation, popular in Colombo, is that the JVP has split over 
the Tamil issue into two (or more) factions, one cleaving to the ultraright 
and the other to the extreme left. The left faction, in this view, sees the 
Tamil insurgency as the opening salvo in an island-wide revolution 
spearheaded by militant Tamil and Sinhalese youths, working together, to 
bring down parliamentary democracy in Sri Lanka, substituting in its 
place an ultraleftist regime that would be more responsive to the needs of 
youths. 
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The leftist interpretation should not be dismissed lightly. Penelope Wil- 
lis, a journalist held captive for a month in Jaffna last year, told a London 
audience that the Tigers’ real intentions are very different from the image 
of ethnic nationalism they project in their well-coordinated propaganda 
campaign. She discovered these intentions, she says, because the Tigers 
who held her decided to discuss their plans with her since they were going 
to kill her anyway. They told her “Tamil Eelam is not the goal of any of 
them ... [and] none of the other groups was aiming for Tamil Eelam. ... 
None of the Tamil groups operating were really interested in Tamil Eelam, 
which is nothing but a smokescreen for their real intention: to link with 
radical Sinhalese youth groups to establish an island-wide Marxist state 
with Trincomalee as its capital.... [Then they would] use the Island as 
the safe base from which to re-export the revolution into Tamil Nadu.” 

Just how much credence should be given to such statements is un- 
known. After all, Willis was released. It is worth noting, however, that 
the leftist Eelam Revolutionary Organization (EROS), which is held re- 
sponsible for the Colombo bus station bombing, has made no secret of its 
view that the Eelam struggle is the prelude to an island-wide Marxist 
revolution. To be sure, groups such as EROS are frequently said to be 
“radical,” unlike the more “moderate” LTTE, which portrays itself as an 
ethnic nationalist organization fighting for the liberation of its people. 
(The LTTE routinely blames the more barbarous Tamil militant activities 
on more “radical” groups.) Significantly, however, the LTTE appears to 
have exempted EROS from its murderous campaign to eliminate rival mil- 
itant groups, suggesting that the connection between the two (and their 
politics) is closer than the LTTE’s propaganda would suggest. The truth is 
difficult to know, and in any case, the Tigers’ goals may change as they 
grope toward a policy for the future. 

Facing a JVP revolt in the south as well as the Tiger rebellion in the 
north, and contemplating a possible link between the two, the Colombo 
government decided to launch another major offensive against LTTE 
strongholds in late May. Employing more than 3,000 troops in a land, air, 
and sea assault, the government recaptured a large portion of the Jaffna 
Peninsula, including the home town of LTTE leader V. Prabhakaran 
who—as usual—escaped. Despite the failure to apprehend Prabhakaran, 
the Sri Lankan forces seemed to have had unprecedented success in this 
operation; indeed, by all accounts, they routed the Tigers. 

As the offensive progressed and reports mounted of Tamil civilian casu- 
alties, Rajiv Gandhi once again found himself under increasing pressure to 
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take action against Colombo. His choice this time was to dispatch a 
miniflotilla of fishing boats flying Red Cross flags and laden with humani- 
tarian aid; the Sri Lankan navy, however, turned the flotilla back, claiming 
the supplies were not needed. Amid growing anti-Indian sentiment and 
rioting in Colombo, Tamil militants inflamed the situation by slaughtering 
29 Buddhist monks on their way to an ordination ceremony, a move that 
redoubled the Sinhalese outcry against Indian intervention on the Tigers’ 
behalf. Unable to tolerate the Sri Lankan rebuff, however, an obviously 
angry Gandhi sent the supplies on June 4th in five transport planes, 
guarded by four Mirage fighter jets, in a naked violation of Sri Lanka’s 
airspace. The move, which pointedly demonstrated Sri Lanka’s helpless- 
ness before the superior military might of its northern neighbor, was 
roundly condemned by all other South Asian countries. 

Incensed, Jayewardene’s government began what appeared to be a full- 
scale diplomatic protest and turned up the heat on India through its prop- 
aganda channels. It was at this juncture that the year’s events took the 
first of three bizarre twists: Colombo suddenly withdrew its protests amid — 
rumors of high-level, pathbreaking negotiations with New Delhi. In late 
July, the news was out. Rajiv Gandhi would fly to Colombo to sign a 
major treaty with Jayewardene that would bring thousands of Indian 
troops to northern and eastern Sri Lanka to guarantee the peaceful imple- 
mentation of a Tamil-dominated regional government. The regional gov- 
ernment would be based on the Provincial Councils Act, a bill still before 
Parliament that had been worked out in Indian-sponsored negotiations last 
year. Under the terms of the treaty, which was signed July 29th in Co- 
lombo, the Tamil rebels would hand over their arms to the Indian 
peacekeeping forces and cease all violent activities. For its part, the Co- 
lombo government would withdraw its security forces from the north and 
east, and it would agree to hold a referendum on the unification of the 
Northern and Eastern provinces, the predominantly Tamil-speaking prov- 
inces that the Tigers view as a unified Tamil homeland. Additional provi- 
sions of the pact, contained in an annexure, betrayed India’s mounting 
displeasure with Colombo’s pro-Western tilt, which had produced close 
relations with Washington and Karachi. The provisions insisted, for in- 
stance, that the strategically vital Eastern Province port of Trincomalee 
retain its “non-aligned character,” a clear signal to Washington to keep its 
hands off the port. 

The Indo-Lankan pact represented an astonishing about-face for 
Jayewardene—so much so, in fact, that Colombo political opinion insists 
that Gandhi must have given the Sri Lankan president the option of ac- 
cepting the pact or facing an armed Indian invasion. For his part, 
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Jayewardene says that in signing the pact he acknowledged that Sri Lanka 
could no longer afford to ignore India’s power. An additional factor 
doubtless was Colombo’s growing disappointment that the Western pow- 
ers—despite Colombo’s adoption of “free market’ economics and the 
warm welcome given to foreign investors—had failed to aid the UNP in its 
struggle against the Tamil militants. Whether he was forced to accept the 
pact or not, however, it was not without rewards for Jayewardene. With 
thousands of Indian troops in the north and east, and India footing the 
bill, the very agreeable prospect opened before him of withdrawing his se- 
curity forces to the south where they could be put to work on the JVP. 
Moreover, India seemed willing to guarantee Jayewardene’s sagging re- 
gime; significantly, just as the accords were announced, Indian frigates ap- 
peared off the coast at Colombo, well within helicopter range of the 
presidential palace. Their presence sent a very clear signal that anyone 
contemplating a coup would have to answer to Indian force. 

Even so, the pact may have worsened Jayewardene’s southern problems 
rather than solving them. From the beginning it was clear that the Indo- 
Lankan pact was not palatable to a Sinhalese population exposed to years 
of virulent anti-Indian propaganda, much of it stemming from state-owned 
media. Riots in Colombo showed widespread public anger among 
Sinhalese at the government for signing the pact, a mood that infected 
even the official state ceremonies. As Gandhi reviewed Sri Lanka’s honor 
corps, a Sinhalese sailor struck the Indian leader in full view of a world 
television audience. Absent from the ceremonies were three senior minis- 
ters in Jayewardene’s own government who had opposed the accords, the 
popular Prime Minister Ranasinghe Premadasa, Agriculture Minister 
Gamini Jayasuriya, and Defence Minister Lalith Athulathmudall. 

By any measure of international diplomacy, it is curious that Gandhi 
would have agreed to such a pact without first making sure that 
Jayewardene had created a consensus for it. Speculation is rife in both 
Colombo and Delhi that Gandhi rushed into the pact unthinkingly as a 
short-term solution to his own political problems at home. Another, more 
cynical interpretation has it that New Delhi, realizing that Sri Lanka was 
sinking into an unpredictable political maelstorm, decided to prop up the 
one political organization that New Delhi could reasonably hope to con- 
trol. This view suggests that with problems in the Punjab and Assam, not 
to mention its sour relations with China and Pakistan, India decided to 
take steps to control its southern flank before the situation got out of hand. 

The Indian frigates could not protect President Jayewardene from an 
attempted assassination in August as he sat in a meeting within the tightly 
secured confines of Sri Jayewardenepura, the new parliamentary complex. 
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The president escaped injury, but one UNP official was killed and six 
others—including Premadasa and Athulathmudali—were injured. A pre- 
viously unknown organization called the Patriotic People’s Movement 
claimed responsibility for the attack, saying the Indo-Lankan pact was a 
“sellout to the Tamils.” (Government spokesmen claim the organization 
is nothing more than a wing of the JVP.) No suspects in the attack could 
be found, confirming government suspicions that radical elements had in- 
filtrated the government at every level. It is a measure of Colombo cyni- 
cism and political paranoia that some observers speculated the whole affair 
was a sham designed to buttress Jayewardene at the same time that it 
would eliminate the popular Premadasa and other opponents of the ac- 
cord. This view borders on the ludicrous. It is, however, worth mention- 
ing as an illustration of one of Sri Lanka’s most severe political problems, 
namely, the precipitous decline of public trust in the government, and even 
more broadly, the sagging legitimacy of the island’s political institutions. 
Such developments only serve to fuel the radicalism of youths, who see 
democracy as little more than an irresponsible playground for political 
corruption, scheming, subterfuge, and short-term expediency. 

The Indian Peacekeeping Force (IPKF) in Jaffna soon encountered 
problems of their own. From the beginning it was obvious that the LTTE, 
which had acquiesced to the pact without approving it, was handing over 
only a token number of weapons. As the Indians waited patiently for the 
weapons, the Jaffna-based LTTE attacked two Eastern Province militant 
groups, the People’s Liberation Organization of Tamil Eelam (PLOTE) 
and the Eelam People’s Revolutionary Liberation Front (EPRLP), as lead- 
ers of the two groups were on their way to a “peace conference” with the 
LTTE. A round of attacks and counterattacks followed, leaving more 
than 150 dead. The conflict demonstrated the durability of a long-stand- 
ing political rift between Jaffna Tamils and their Eastern Province counter- 
parts who have long complained of the Jaffna penchant for trying to 
dominate Tamil political affairs. In the meantime, the LTTE demon- 
strated its opposition to the accord, and a Tamil militant, Thileepan, fasted 
to death in September at one of Jaffna’s most important Hindu shrines, 
attracting huge crowds. Thileepan’s death, resonating as it did with the 
belief of the credulous Tamil peasantry in the moral and spiritual merit of 
ascetic acts, gave the LTTE a huge propaganda victory. Thus embold- 
ened, the LTTE took a hard line in subsequent Indian-sponsored negotia- 
tions over the composition of the interim provincial council. The talks 
broke down, much to the Indians’ dismay. 

The Indians were to encounter still more evidence that the Tigers had 
little intention of complying with the accord. Seventeen Tigers, armed to 
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the teeth in direct contravention of the pact, were apprehended in a boat 
just off the Jaffna coast. Among them was Pulendran, who was suspected 
of masterminding an Eastern Province slaughter of 120 Sinhalese bus pas- 
sengers in April. The Indians decided, since these Tigers were illegally 
armed and therefore were violating the accords, to turn them over to Co- 
lombo. But all 17 swallowed the cyanide capsules that all LTTE soldiers 
wear around their necks; 12 died, including Pulendran. As reports of the 
suicides surfaced, the LTTE retaliated by killing eight Sri Lankan soldiers 
it was holding captive and assassinating three government officials. At- 
tacks on Sinhalese civilian settlers in the Eastern Province were to follow; 
more than 180 Sinhalese died. The peacekeeping forces stood by in an 
apparent quandary as the slaughter mounted. In the south, opponents of 
the accord pointed to the violence as evidence that the Indians could not 
keep the peace. ; 

In an abrupt about-face, the second of the year’s bizarre twists, the Indi- 
ans turned on the LTTE, the very group whose transition to power it was 
assumed the Indians would facilitate. Repeating the pattern of the Sri 
Lankan army’s spring offensive, the Indian peacekeeping forces drove the 
Tigers up to Jaffna, where the LTTE dug into some very well-planned 
defenses. And it was here that the IPKF experienced the third surprise of 
the year: the strength of the LTTE. The Indian generals seem to have 
envisioned a quick roundup of the Tigers and a speedy end to the problem. 
Far from achieving quick results, however, the IPKF have become em- 
broiled in a quagmire that has killed at least 250—and probably as many 
as 500—Indian soldiers and left more than one thousand of them 
wounded. Especially humiliating for the proud Indian army was the 
LTTE defeat of some of India’s most highly-trained elite commando forces 
in hand-to-hand combat. Although the Indian forces regained control of 
much of the area formerly held by the militants, their main objective— 
capturing the ever-elusive LTTE leader, Prabhakaran—remained unful- 
filled. The Tigers, meanwhile, melted into the population and slipped out 
of Jaffna, and despite the deaths of some 700 or 800 of them, they will 
regroup to fight again. There can be no purely military solution against 
the Tigers. 

As the Tigers held off the Indian forces on the battlefield, criticism of 
the intervention mounted in India. Said one critic: “India’s decision to go 
in for a military short-cut . . . could yet prove to be the biggest bungle in a 
situation where there have already been far too many.” There is, how- 
ever, another view. If the Tigers are really serious about the intentions 
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revealed to Penelope Willis, then it is hardly surprising that the IPKF 
would have turned on them. The Tigers themselves created the convenient 
impression that their murderous actions gave the Indians no choice, and 
New Delhi would doubtless have qualms about a group whose stated aim 
is to “export the revolution to Tamil Nadu.” But one need not go so far as 
that; one look at the Tigers’ political philosophy, which is as confused as it 
is unsophisticated, is enough to convince anyone—including the framers of 
policy in New Delhi—that the LTTE is too loose a cannon to roll about on 
so sensitive a deck. India has problems enough without a radical and un- 
controllable regime taking possession of the harbor at Trincomalee, which 
India deems to be of enormous strategic significance. If this interpretation 
is correct, one can confidently predict that Indian troops will be in the 
north and east for some time. And that ts precisely what concerns the 
more reflective of the Sinhalese opponents of the accord. They see it as the 
first step toward a Cyprus-style partition of the island, as India pursues its 
geopolitical ambitions without concern for Sri Lanka’s needs. 

The UNP nevertheless proceeds to implement the accord’s provisions. 
After narrowly winning a Supreme Court ruling on the constitutionality of 
the Provincial Councils bill, a key element of the accord, the UNP govern- 
ment got the bill through Parliament—-but not without cost. A bomb 
ripped through a crowded market in a Colombo suburb, killing 31, and a 
senior cabinet member, Gamini Jayasuriya, left the government rather 
than vote for the bill. The UNP MPs fear for their lives and do not dare 
return to their homes, many of which have, in any case, been burned to the 
ground by angry mobs. In December, only one week after Jayewardene 
vowed to wipe out those responsible for killing local UNP activists, 
Sinhalese extremists assassinated the chairman of the UNP on a Colombo 
street. And to add yet another twist to the murky and twisted emotional 
fabric of the conflict, some Sinhalese now take pride in the fury with which 
the Tigers have met the Indian offensive, as if the LTTE had suddenly 
become a courageous Sri Lankan force fighting the Indian aggressors. 


Costs and Consequences 
Evidence mounted in 1987 that the war, besides causing more than 7,000 
deaths and displacing half a million people, is destroying the remarkable 
gains achieved by the UNP government’s program of economic reforms, 
which was initiated ten years ago. From 1977 to 1982, Sri Lanka’s econ- 
omy grew at an average annual rate of 6.2%; unemployment was halved 
while inflation was cut nearly to zero. Finance Minister Ronnie de Mel 
estimated that 1987 economic growth would decline to only 3%, down 
from 4.3% last year, and that inflation—although still commendably 
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low—would rise. Government spending that could have been aimed at 
stimulating Sri Lanka’s sluggish growth has been directed to military ex- 
penditures instead; indeed, out of a budget of Rs.65 billion, a ruinous 18% 
or Rs.12 billion was targeted for defense. To be sure, Sri Lanka’s eco- 
nomic difficulties in 1987 were not caused solely by the war. The country 
encountered disastrous markets for its three main export crops of tea, rub- 
ber, and coconuts; prices hovered around (and often below) production 
costs. A severe drought obliged the government to spend millions on food 
imports. l 

In assessing the costs of the conflict, however, it must be noted that the 
ones that are difficult to quantify may be the most damaging in the long 
run. For instance, a World Bank mission assessed the damage caused by 
the ethnic conflict and public rioting following the Indo-Lankan accord at 
Rs.50 to 55 billion (US $1.7 to 1.8 billion). Yet the long-term cost will be 
much higher, because the severe damage done to the country’s industrial, 
transport, and communications infrastructure will hamstring reconstruc- 
tion efforts. Among the indirect costs, moreover, is the disincentive to 
entrepreneurial activity caused not merely by insurgent activities but, more 
ominously, by a widespread breakdown in public order. Increasingly, Sri 
Lankans seem to conclude that violence will solve their problems. In times 
of civil disorder and rioting, for instance, a few middle-class Sinhalese bus- 
inessmen and professionals seem to see the violence as a convenient con- 
text in which they can eliminate their rivals—whether Tamil, Sinhalese, or 
Muslim—with impunity. To feel secure in business in Sri Lanka today, 
one apparently needs political protection and a gang of thugs, as well as 
business acumen and capital. Foreign investors will be even more chary 
than indigenous entrepreneurs in such a situation, all the more so because 
capital-intensive projects are sitting ducks for militant attacks. In 1986 
Tamil militants damaged a Trincomalee cement factory Jointly owned by 
Japan’s Mitsui Cement Co. and a group of Colombo investors; Mitsui re- 
fused to say in 1987 whether it would proceed with the needed repairs. 

The conflict’s price tag is nowhere so obvious as in the once-flourishing 
tourist trade. The once-popular resort hotels at Trincomalee, ringed 
around some of the world’s loveliest beaches, now serve—if they still 
stand—as troop barracks. Tourist arrivals in 1986 (230,000) were down 
by 50% from the 1982 level, and the figure probably declined by an addi- 
tional 50% in 1987. The tourist industry’s image was not improved by the 
publication of a government commission’s highly critical report of Air 
Lanka, Sri Lanka’s national airline, which is said to have been grossly mis- 
managed. If the airline folds, the cost could be calamitous; by the end of 
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the year, many international carriers had ceased calling at the Colombo 
airport. 

The political costs of the conflict may be even more staggering. 
Antigovernment sentiment, already strong, is exacerbated by the growing 
signs that Sri Lanka is becoming a police state, replete with armed security 
forces on street corners, security checks at government buildings, arrests 
and detentions of those suspected of subversive political activities, and ex- 
_tralegal operations carried out by security forces out of uniform. As anti- 
government (and anti-Indian) sentiment grows, increasing numbers of 
disaffected people may feel inclined to give the JVP a chance. Yet there 
are few signs that the radical left possesses the sophistication, political or 
otherwise, to rule effectively. As an Indian official said, commenting on 
the LTTE, “these guerrillas are people whose only sophistication in life is 
directed at pulling the trigger of a gun.” Dominated by youths who see 
the game of politics-as-usual as nothing but an irresponsible and ruthless 
‘quest for political gain via political expediency, these groups—the JVP no 
‘less than the LTTE—view themselves as “revolutionaries” instead of ‘“‘pol- 
iticians.” And for them, being a revolutionary means adopting a stance of 
Tigid intransigence, coupled with an absolute refusal to compromise on 
anything. These are hardly the attitudes needed to solve Sri Lanka’s 
problems. There is, indeed, widespread fear in Sri Lanka of a Pol Pot-style 
regime should these youths come to power. But unless Sri Lanka’s aging 
political leadership can prove more effective in persuading youths that de- 
mocracy is a better way of solving problems than violence, it is by no 
means impossible that the years to come will see a radical youth regime in 
Sri Lanka—or, to prevent it, a military coup. Either way, one cannot help 
but conclude that Sri Lanka’s political system shows signs of terminal ill- 
ness. 





AFGHANISTAN IN 1987 


A Year of Decision? 


Charles Dunbar 


The war in Afghanistan has now lasted more than 
twice as long as the involvement of the Soviet Union in World War II. In 
eight years, the occupation of Afghanistan has cost Moscow something on 
the order of $50 billion, and Soviet combat deaths may be as high as 
15,000. In return for this expenditure of blood and treasure, the Soviet 
Union and its Kabul surrogates have inflicted a million casualties on the 
Afghan people, driven half of them from their homes, laid waste to large 
areas throughout the country, and created—at five million—the world’s 
largest refugee community. 

These figures compel reflection on the rationale that underlies Soviet 
involvement in Afghanistan, on the evolution of Moscow’s strategy toward 
the conflict, and on the relationship of the war to the much-discussed re- 
orientation of Soviet domestic and foreign policy. First of all, the evidence 
is extensive that Moscow’s “bottom line” in Afghanistan is the Sovietiza- 
tion of the society. Hints of Soviet flexibility have invariably given way to 
a hard-nosed strategy based on military attrition of the resistance and on 
using extensive education programs to build a new generation of Afghan 
communists. 

Recently, however, Soviet words and initiatives have led to renewed dis- 
cussion of Moscow’s motives. Building on General Secretary Gorbachev’s 
1986 statement that Afghanistan was a “bleeding wound,” the Soviets 
have reduced the theoretical time frame in which they would be prepared 
to withdraw their troops from three-to-four years to twelve months. They 
have also indicated that troop withdrawals could begin more or less simul- 
taneously with the ending of outside support for the Afghan resistance, 
and could perhaps proceed prior to the formation of a successor to the 
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Communist regime in Kabul. As a backdrop to these statements, Moscow 
and Kabul have argued for national reconciliation with the regime’s oppo- 
nents. For their part, the Soviets have hinted that the Kabul regime could 
be replaced. 

As usual, Moscow’s deeds have not matched its words. In 1987 Soviet 
military operations against the resistance and the civilian population inside 
the country were both frequent and intense, and Moscow’s long-term com- 
mitment to building a client Afghan state seemed unwavering. Pressure 
against Pakistan, also through subversion and sabotage, continued un- 
abated. 

Still, if Moscow’s sincerity about wanting to leave Afghanistan is open 
to question, Soviet political initiatives in 1987 are of sufficient interest to 
warrant a closer look at the USSR’s position and stake in Afghanistan 
after eight years of fighting. This essay begins with an assessment of what 
appear to be the main elements of current Soviet strategy on Afghanistan. 
It then weighs the likely costs and benefits to Moscow of withdrawing its 
forces. 


Elements of Soviet Strategy 
An analysis of the “new look” in Soviet policy toward Afghanistan divides 
logically into what is being done on the ground inside the country and how 
Moscow pursues its policy in the international arena. Inside Afghanistan, 
there is considerable continuity with what has gone before. By contrast, 
the international political dimension of Moscow’s strategy has evolved and 
seems to have been assigned a higher priority in Soviet thinking. 


Inside Afghanistan 

Viewed from inside the country, Moscow’s commitment to dominate Af- 
ghanistan appears largely unchanged, and the main lines of Soviet strategy 
are as evident as ever. Some 120,000 Soviet troops are used to keep the 
Communist regime in power in Kabul and in as many provincial and local 
centers as possible; to hold open the country’s principal lines of communi- 
cation; and to take the offensive when resistance forces seriously threaten 
one of the first two objectives. In the past two years, the Soviet army has 
also tried harder to interdict resistance supply lines along the Pakistan 
frontier. Politically, the Soviets seek to build a viable Communist Party. 
They maintain extensive educational programs aimed at building a Soviet- 
style party and administrative apparatus, at remodeling the country’s edu- 
cation system along communist lines, and at training a new communist 
elite who could eventually administer a Soviet-dominated state. 
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The battlefield. Soviet military tactics in 1987 mirrored those of the past 
several years. The army undertook three major offensives during the year. 
In May a combined Soviet-Afghan force made an unsuccessful effort to 
break the resistance siege of Ali Kheyl in the southern province of Paktia, 
and a second similar expedition in the south undertook to reduce resist- 
ance strongholds in the Arghandab valley near Kandahar, Afghanistan’s 
second largest city. Finally, in November and December, as many as 
10,000 Soviet troops spearheaded a drive that broke the six-year-old siege 
of the town of Khost near the Pakistani frontier. It remains to be seen if 
the road.can be kept open. For the first time in the war, resistance attacks 
inside the Soviet Union were publicized. Resistance forces fired rockets 
across the Oxus River boundary in the east, and on at least one occasion 
crossed the land border farther to the west and attacked Soviet border 
guards. The Soviets responded with heavy air and ground strikes in the 
northern Kunduz and Takhar provinces, causing heavy civilian casualties 
and producing a sharp rise in the flow of Afghan refugees into Pakistan. 
The Soviets also pressed ahead with other elements of their military strat- 
egy. Kabul is now surrounded by a triple ring of security posts extending 
out some 20 kilometers from the center of the city, and similar efforts are 
underway in Kandahar and the western city of Herat. Improvements in 
Soviet infrastructure around the country are ongoing. 


Politics and society. In the political and social spheres, the Soviets contin- 
ued what appeared a labor of Sisyphus in trying to shore up the commu- 
nist People’s Democratic Party of Afghanistan (PDPA). Dr. Najibullah, 
the party’s general secretary and president of Afghanistan, was apparently 
given a free hand to move against the supporters of his discredited prede- 
cessor, Babrak Karmal. A number of them were removed from the party’s 
politburo and central committee. Najibullah also expanded the effort to 
broaden the Kabul regime. “National reconciliation” became the regime’s 
central propaganda theme, and even as the fighting continued the regime’s 
ceasefire, announced in December 1986, was extended a further six months 
when it expired in July 1987. Najibullah said elements opposed to the 
PDPA could join a more broadly-based government, and he offered spe- 
cific ministerial portfolios to his opponents. He also announced that polit- 
ical parties other than the PDPA could be active in Afghanistan, indicated 
that former King Zahir could join in the reconciliation effort, and ex- 
pressed willingness to meet with the resistance leadership. 

At the same time, the training of large numbers of presumably pro-So- 
viet Afghans in the USSR remained an element of long-term Soviet strat- 
egy. The estimated number of Afghans studying there held steady at 
approximately 10,000, and as of late 1985, the total number of Afghans 
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thought to have been trained in the Soviet Union and other Communist 
countries was put at about 52,000.! In Kabul and wherever else security 
conditions permitted, the Soviets continued to push the policy of rebuild- 
ing the educational system along communist lines. Visitors from Kabul 
reported increased pressure on primary and secondary school teachers to 
teach a communist-style curriculum and to give support and recruit stu- 
dents for party-organized political activities. 


Pressure on Pakistan. Finally, the Soviets maintained heavy pressure on 
the Pakistan government to abandon its support of the Afghan resistance. 
In the first part of 1987 cross-border air strikes by both Kabul regime and 
Soviet aircraft, and the casualties caused by these incursions, reached a 
peak. These attacks were stopped in March 1987, but terrorist bombings, 
apparently inspired by Kabul, and cross-border shelling caused increased 
casualties. In December, Islamabad suffered its first car bombing of the 
war. 

Kabul also stepped up anti-Pakistan government activities along the 
frontier, particularly in Pakistan’s Baluchistan Province. Pakistanis from 
Baluchistan reportedly traveled to Afghanistan for political training and 
indoctrination both there and in the Soviet Union, and younger generation 
support for the Kabul regime in the frontier provinces may be growing. In 
some Baluchistan schools, for example, the students are said to suspend 
classes each April 27 to mark the anniversary of the coup d’etat that 
brought the Kabul regime to power.’ 


The International Dimension 
If Moscow’s conduct of the war inside Afghanistan was more or less con- 
sistent with its previous strategy, its activity on the international scene was 
at least more imaginative than it had been in the past. Moscow’s effort was 
concentrated in three areas—international lobbying, statements on the 
war, and the Geneva talks. 


International lobbying. The new look in Moscow’s political strategy for 
Afghanistan in 1987 was apparent first in the actions of the Kabul regime. 
Five months prior to votes on the two Afghanistan resolutions adopted in 
the U.N. General Assembly each year, Kabul asked Third World govern- 
ments to receive envoys who would discuss the regime’s national reconcili- 
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ation program. A number of governments allowed the representatives to 
come, and a few were impressed by what they heard. Zimbabwe and 
Togo, for example, agreed to the opening of diplomatic relations with the 
Kabul regime, and Cyprus, which already had an inactive diplomatic rela- 
tionship with Afghanistan, agreed that a nonresident Kabul ambassador 
could be accredited there. Other governments permitted a marginal ex- 
pansion of bilateral economic relations with the Kabul regime, and the 
media in several countries played up Kabul’s peaceful professions.* 

The regime also did its best to drop its previous bunker mentality and 
open itself to a greater degree of outside scrutiny. Previously, western cor- 
respondents were allowed only rare and closely monitored visits to Af- 
ghanistan, but in 1986 two large groups were invited in, and in 1987 the 
Kabul authorities asked correspondents to cover the celebration of the 
ninth anniversary of the regime’s April 1978 coup; to attend the November 
meeting of the loye jirga (great council), which approved the new constitu- 
tion; and to visit Khost following the lifting of the resistance siege. While 
the coverage of these events did not present Afghanistan as fully controlled 
by the PDPA, it at least suggested that Soviet-regime control of Kabul was 
firm. 

Finally, the regime was also more forthcoming with various interna- 
tional organizations. After two years of castigating both the man and his 
work, the Kabul authorities decided to allow the U.N. Special Rapporteur, 
Felix Ermacora, to visit the city and two provincial centers in July in con- 
nection with preparation of the U.N.’s annual report on human rights in 
Afghanistan. This document, while still critical of reported abuses, com- 
mended the national reconciliation program, noted that International 
Committee for the Red Cross (ICRC) officials had made a “thorough” 
investigation of Kabul’s Pol-e-Charkhi prison, and concluded that the 
human rights situation in regime-controlled areas of the country had im- 
proved.’ The report was a clear success for Kabul and Moscow. The re- 
gime also arranged to have the ICRC reopen its Kabul office and begin 
humanitarian relief work there, and it was forthcoming with the United 
Nations International Children’s Emergency Fund (UNICEF) on a propo- 
sal to vaccinate children in all areas of the country. These initiatives, 
while in themselves modest, showed a new willingness on the part of the 
Kabul regime to reach out to international organizations, and they were 
well calculated to enhance the regime’s legitimacy. 


4. For example, “Notes on Afghanistan” in The Mirror, Accra, Ghana, July 25, 1987. 
5. ECOSOC, Situation of human rights in Afghanistan (UNGA, Forty-second session, 23 
October 1987) agenda item 12, A/42/667, pp. 17, 27. 
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Soviet statements. The tone and content of Soviet statements on Afghani- 
stan, both in the media and in a variety of conversations, evolved consider- 
ably in 1987. At first, the Soviets argued that the national reconciliation 
program was the instrument that would make withdrawal possible, and 
they insisted that large numbers of refugees were responding to the re- 
gime’s call to return home. The media also praised Najibullah’s offer of a 
coalition government with ministerial jobs for his opponents. During this 
period, Soviet Afghanistan specialists privately urged their American in- 
terlocutors to recognize what the Soviets called the “new realities” in Af- 
ghanistan. These Soviets argued that communist-style reconciliation with 
the PDPA as the government’s backbone was the logical next step in Af- 
ghanistan’s political development. Americans were urged to understand 
the allegedly new political situation in the country in which Najibullah’s 
national reconciliation would work. 

By autumn, new themes began to emerge in the Soviet media. The 
harsh realities of the war were reported, and Soviet writers contrasted the 
difficult situation on the ground with Kabul’s claims of success for the 
national reconciliation program. The growing military prowess of the 
resistance was also noted. Further, Soviet analysts stressed that the 
PDPA, which they indicated was divided, incompetent, and corrupt, 
should deal with the divisions in Afghan society. If it failed to do so, the 
writers suggested, it risked extinction.°® 

At the same time, the Soviets brought into the full light of day allegedly 
candid admissions that the invasion of Afghanistan had been a mistake. 
Soviet academics and officials had in the past told their foreign interlocu- 
tors in private that they considered the invasion an error. Gorbachev, for 
example, told his hosts in a 1983 visit to Canada that the invasion had 
been a mistake, but he has not gone so far in public.” On March 20, 1987, 
however, Roland Timerbaev, the USSR’s first deputy permanent represen- 
tative at the U.N., said in a public forum that “we admit that what we did 
in the past was a mistake, but we want to pull out our troops now.” His 
remarks were published in the press along with his claim that he had spo- 
ken personally, not for the Soviet government.® 

Finally, in late 1987 and early 1988, various Soviet spokesmen stressed 
more heavily than ever before the need to get Soviet forces out of Afghani- 
stan quickly. They also urged the United States to ease the task of with- 
drawal by ending its support for the resistance. In an interview following 


6. See, in particular, an article by Kim Selikhov in Literaturnaya Gazeta, October 14, 
1987, and commentary on the PDPA Congress in New Times, November 6, 1987. 

7. Time, January 4, 1988. 

8. New York Times, March 21, 1987. 
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his unannounced visit to Kabul in January 1988, Foreign Minister 
Shevardnadze emphasized the Soviet intention to withdraw and added that 
refusal by Afghans to join a political dialogue would amount to putting 
“some transient circumstantial personal considerations and aspirations 
above the interests of the nation.” Although what he meant was not clear, 
the latter point was read in the West to mean that the Kabul regime 
should prepare itself for the withdrawal of Soviet forces.? 


The Geneva proximity talks. The last, and most significant, aspect of 
Moscow’s public diplomacy on Afghanistan has been the positions it has 
taken on the Geneva proximity discussions between the Pakistan govern- 
ment and the Kabul regime. After seeking for years to prevent the talks 
from addressing the question of troop withdrawals, Moscow’s public pro- 
nouncements now center on the withdrawal issue. The Soviets seem to be 
addressing other formerly taboo subjects as well. 

Until the end of 1985, the Soviets refused to consider a U.N.-brokered 
settlement in Afghanistan that would not ensure the consolidation of the 
Kabul regime’s position. In pursuing this objective, Moscow succeeded in 
getting the troop withdrawal question set aside until the Pakistan govern- 
ment and the Kabul authorities had more or less agreed on the other ele- 
ments of U.N. negotiator Diego Cordovez’s comprehensive settlement. 
Equally important, in addressing what they invariably described as “the 
situation around Afghanistan” (emphasis added), the Soviets insisted that 
they would not begin to withdraw their forces until it had been verified 
over a period of years that aid to the resistance had ceased. 

Two years ago, Moscow’s pronouncements on troop withdrawal and aid 
to the resistance began to evolve. In December 1985, the Soviets had 
Kabul propose a three-to-four-year troop withdrawal timetable in Geneva. 
In subsequent Geneva negotiating rounds, this figure was gradually re- 
duced to sixteen months and in November 1987 Najibullah lowered it to a 
year or less. Moscow confirmed this position, indicating that the with- 
drawal could be over by the end of 1988.!° Similarly, while continuing to 
insist that aid to the resistance should end, the Soviets began to make it 
clear that an end to such support and the start of withdrawal of Soviet 
forces could be simultaneous. An authoritative statement of this position 


9. New York Times, January 7, 1988. 

10. Najibullah’s statement came in a November 29, 1987, speech following the meeting of 
the Loye Jirga that ratified the PDPA’s constitution, and Gorbachev was reported to have 
proposed a one-year timetable to President Reagan at the December 1987 Washington sum- 
mit (The Washington Post, December 1, 9, 1987); Shevardnadze indicated that the with- 
drawal could be over by the end of 1988 in an interview with the Kabul regime’s Bakhtar 
News Agency in Kabul on January 6, 1988 (New York Times, January 7, 1988). 
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came in a December press interview in Washington with the Novosti Press 
Agency director, Valentin Falin, who said that aid to the resistance should 
be stopped “within sixty days of the formal declaration of a withdrawal 
timetable.”!! It has been widely reported in the press that, under the 
terms of the agreements being negotiated in Geneva, Soviet troop with- 
drawals would begin 60 days after conclusion of an agreement. Thus, 
Falin’s statement indicated Soviet acceptance of the idea that troop with- 
drawals and the ending of outside aid should occur at the same time. 

Finally, the Soviet public position on future political arrangements in 
Afghanistan has gone through two major evolutions in the past two years. 
Until the end of 1985, the Soviets had assumed the Kabul regime would, in 
effect, be the post-Soviet-occupation government of Afghanistan. It could 
be “broadened” but not changed, in the Soviet view. In 1986, as they be- 
gan to talk more of withdrawal and as “national reconciliation” became 
part of their rhetoric on Afghanistan, the Soviets began to address the pos- 
sibility of the formation of a coalition government, indicating that some 
such arrangement would be needed in order to avoid a “bloodbath.” In 
late 1987 and early 1988, however, the Soviets stopped arguing that future 
political arrangements should be agreed upon in advance, and they began 
taking the line that the country’s political future could not be decided by 
outside powers and should be left for the Afghans to determine among 
themselves.'* The implication was that the outside powers could move 
ahead with withdrawing troops and ending aid to the resistance without 
waiting for the Afghans to sort out their political future. 

Before moving on to consider Soviet options in Afghanistan, a word 
should be said about the meaning of the international political activism 
just described. In the first place, it should be noted that activism in each of 
the three areas is in no way inconsistent with a strategy aimed at securing 
client-state status for Afghanistan. Najibullah’s national reconciliation 
campaign is an extension of a longstanding policy of using cosmetic 
changes to mask the reality of PDPA domination of the Afghanistan polit- 
ical scene. Important ministries were invariably left off his list of portfo- 
lios that could go to the opposition; the permission given other political 
parties to be active in Afghanistan did not extend to the resistance; and 
Kabul’s new constitution enshrines the National Front, a PDPA front 


11. Interview by William Beecher, The Minneapolis Star-Tribune, December 7, 1987. 

12. Ibid. In his interview on leaving Kabul (New York Times, January 7, 1988), 
Shevardnadze was said to have “made clear that this (coalition government) was a problem 
that would not stand in the way of troop withdrawal.” In the Beecher interview, Falin also 
said that “the inner structure (of the follow-on government) is . . . not a subject for Soviet- 
American talks.” 
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group, as the country’s leading political force. Similarly, Kabul’s modest 
opening to the world community is fully consistent with the past Soviet 
strategy of legitimizing the existing Kabul regime. 

Soviet frankness about the war is not unprecedented. In the past, there 
have been media “exposes” of the harshness of the war and of the incapac- 
ity of the Kabul regime. These reports have been seen as preparing the 
Soviet public for a long struggle and as seeking to reinforce Moscow’s 
sincerity in wanting to end the conflict. Questioning of the decision to 
invade Afghanistan may also be aimed at showing that Moscow has turned 
over a new leaf and really wants to withdraw. Making such admissions 
public is a small step. 

Recent Soviet statements on the Geneva discussions can also be seen as 
consistent with the effort to secure eventual Soviet domination of Afghani- 
stan. Two lines of argument are possible. First, Moscow may believe that 
if the Soviets drive a hard enough bargain at Geneva, the Kabul regime 
could manage to survive were Soviet troops to be withdrawn—contrary to 
the conventional wisdom in the West. Second, the current Soviet line may 
simply be a stratagem for shifting blame for the war’s continuation to the 
resistance, Pakistan, and the United States. The Soviets may calculate 
that, having made a seemingly reasonable timetable offer, they have seized 
the high moral ground and will be able to impose conditions with respect 
to the ending of interference that will either be unacceptable to their adver- 
saries or perhaps sufficient to ensure the survival of the Kabul regime. Re- 
cent Soviet press commentary insists that aid to the resistance must end 
before withdrawals can begin, and that ending the war is thus up to the 
other side.!3 

In short, the Soviets are committed to much less than the current wave 
of speculation about their interest in withdrawing would indicate. Their 
concessions boil down to reducing the length of the withdrawal timetable, 
to a seeming agreement that withdrawals could begin at the same time as 
aid to the resistance ends, and perhaps to have withdrawals begin before 
understandings on the country’s future government are reached. Beyond 
this, they have kept their options open. Prospects for Soviet withdrawal 
should be viewed in this light. 


13. For example, Vcevold Ovchinikov, “Political Diary: Concerning Afghanistan,” 
Pravda, January 11, 1988, p. 6, and Valeriy Valilvov’s commentary carried by TASS, Mos- 
cow, January 13, 1988. 
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Soviet Prospects in Afghanistan 
Before looking at the likely costs and benefits to Moscow of withdrawing 
from Afghanistan, it is worth considering briefly the Soviet Union’s pros- 
pects as the ninth year of its occupation begins. This analysis can be bro- 
ken into a brief overview of the course of events inside the country and a 
look at the international status of the issue. 

The performance of the Afghan resistance in 1987 leaves no room for 
self-congratulation in Moscow. National liberation movements are said to 
win by avoiding defeat. By this standard the Afghans have more than held 
their own. Throughout the country the resistance was aggressive in engag- 
ing Soviet and regime forces, and it scored some notable victories. Inside 
Kabul the resistance bombarded both the Soviet embassy and the Soviet 
cultural center, and in November it fired four rockets that exploded near 
the hotel where the regime’s constitution was being ratified. In southern 
Afghanistan, the resistance blunted a Soviet offensive in the Ali Kheyl re- 
gion of Paktia Province in May and a Kabul regime offensive in the 
Arghandab Valley near Kandahar a month later. As noted above, the So- 
viets succeeded in getting through to Khost after weeks of bitter fighting 
against forces led by Jalaluddin Haqqani of the Hezb-e-Islami (Islamic 
party) loyal to Mawlawi Mohammad Yunis Khalis. It is likely, however, 
that the siege will be resumed as soon as the Soviet force leaves the area. 

The resistance took the offensive to good effect in several areas during 
the year. In July, recently established security posts along the road leading 
from Kandahar to the Pakistan frontier were overrun, and resistance 
forces from Sayyed Ahmad Gaitlant’s National Islamic Front closed the 
central section of the highway from Kabul east to the Pakistan border. 
The Soviet/regime column sent to reopen the road was ambushed with 
heavy losses. Also in July, forces directed by Commander Ahmad Shah 
Mas'ud of the Jamiat-e-Islami (Islamic Society) overran a major regime 
garrison at Kalafgan near the northeastern provincial capital of Faizabad, 
and did the same in October to the garrison at Koran wa Monjan in the 
northeast. 

During the year, both the leadership and the grass roots of the resistance 
became more cohesive in political terms. In October the Alliance (of seven 
resistance groups) based in Peshawar, Pakistan, chose Mawlawi Khalis as 
its rais (leader) for an eighteen-month period. The new arrangement re- 
places one in which the leadership of the Alliance rotated every three 
months. The Alliance also opened a central secretariat, and its committees 
continued to prepare the ground for building a resistance administrative 
infrastructure inside Afghanistan. This effort has begun with the develop- 
ment of a network of schools and clinics. 
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Inside the country, local commanders also showed an interest in polit- 
ical activity and administration. Commander Mas’ud’s politico-military 
Council of the North is active in an area encompassing seven of Afghani- 
stan’s 29 provinces and has established ties with several other resistance 
parties. In Kandahar, a resistance-organized council made up of all major 
parties controls much of the city. In July, commanders in western Af- 
ghanistan met for two weeks in a remote area in the center of the country 
under the auspices of the Jamiat-e-Islami’s Ismail Khan. They issued a 
communique calling for creation of a permanent commanders’ council, de- 
manding a greater political role for the commanders, and denouncing the 
Alliance for failing to develop a solid political union. 

The Kabul regime, meanwhile, made little political progress. Its na- 
tional reconciliation program induced only a handful of Afghans to return 
home, and some of those apparently went back because they found they 
could again live in free areas of the country.!4 The PDPA developed yet 
another split between Najibullah’s supporters and those loyal to ousted 
General Secretary Karmal. Their ranks have grown slightly, but the party 
faithful remain a tiny minority of Afghans. 

In sum, it is hard to see how Moscow could derive any satisfaction from 
developments inside Afghanistan in 1987. In military terms, the resistance 
is better equipped, trained, and organized than before, and the regime 
army is as ineffective as ever. While still lacking coherence, the resistance 
leadership has taken some steps toward unity and administrative organiza- 
tion, and the commanders inside the country have made progress in build- 
ing an administrative structure. Meanwhile the Kabul regime has been an 
across-the-board failure. The view that it would fall if Soviet troops were 
withdrawn seems as valid as ever, and the prospect of its members playing 
any role in Afghanistan’s political future is dim. Thus, Moscow’s options 
are elther to continue a commitment whose aims are as far from being 
realized as ever, or to withdraw and allow the Afghan people to decide 
their future. 

Internally, while their handling of the Afghanistan issue offers the Sovi- 
ets little to cheer about, the political cost of continuing their occupation is 
still limited. World opinion remains opposed to Moscow’s policy and the 
response in 1987 to the attempt to play up national reconciliation was an 
increase in the overwhelming majority of U.N. votes condemning the oc- 
cupation. Despite the U.N.’s more favorable report, the majority voting to 
condemn Soviet human abuses in Afghanistan also grew in 1987. Still, 
only a few governments were consistent and active in their support of Af- 


14. Edward Girardet, “Resistance successes lure some Afghans back,” Christian Science 
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AFGHANISTAN 159 


ghan resistance. Most seemed to consider their votes in the United Na- 
tions as sufficient condemnation of Soviet actions in Afghanistan and 
continued doing business as usual with Moscow. 

Among Afghanistan’s active supporters, there is little sign of wavering. 
Despite intense pressure, the Pakistan government continues its brilliant 
defense of the resistance both in the region and at the Geneva proximity 
talks. In the United States, bipartisan support for the Afghans’ cause is 
unanimous. China, Saudi Arabia, and several western European and 
Third World governments continue to make Afghanistan an issue in their 
relations with the Soviet Union. Thus, Soviet international policy on Af- 
ghanistan was neither more nor less successful than in years past. Less 
evident are the opportunity costs to the Soviets of maintaining their occu- 
pation. That question is addressed, inter alia, in the final section of this 
article. 


The Costs and Benefits of Withdrawal 

for the Soviets 
As noted above, the various costs of the war in Afghanistan to the Soviet 
Union have been limited. In material terms, the perhaps $10 billion Mos- 
cow spends in support of its Afghanistan policy each year represents less 
than 4% of the Soviet Union’s annual defense budget.!> Even if as many 
as 15,000 Soviet soldiers and civilians have lost their lives in the war, the 
closed nature of Soviet society has limited the political cost of these losses, 
and they are unlikely to become unmanageable. The Soviet Union endures 
hostile votes in the U.N. each year but otherwise continues international 
business as usual. 


The Costs 
It is easy to identify several possible costs to the Soviet leadership of a 
decision to leave Afghanistan. Domestically, it is reasonable to suppose 
that conservative elements in and around the Kremlin would oppose so 
radical a step. There is some limited evidence that the older generation of 
military officers would resent the blow to the Soviet army’s prestige that a 
withdrawal would represent.'!© It is conceivable that opponents of 


15. A recent study of global military spending estimated current Soviet defense spending 
at $260 billion a year, The Washington Post, January 14, 1988. 

16. Early in the war, a senior Soviet military officer told an official of the American em- 
bassy in Moscow that once the Soviet army had moved, as it had, into Afghanistan, it would 
pursue the task to the very end as it had done in suppressing the ‘““Basmachi” in Soviet Cen- 
tral Asia in the 1920s. 
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Gorbachev’s program of internal reforms might try to attack him for hav- 
ing “lost” Afghanistan. 

In regional terms, removing their forces from Afghanistan would pose 
obvious difficulties for the Soviets. Assuming that the withdrawal pro- 
duced the demise of the Kabul regime, Moscow would look south to an 
Afghanistan that could be both unfriendly and in political chaos. There is 
little evidence that the Muslim populations of the Soviet Central Asian 
republics identify with the Afghans in their struggle; indeed, limited pol- 
ling suggests that the Central Asians support the Afghans less than do the 
people of the non-Russian Slavic republics. Further, it is unlikely that a 
resistance-led and therefore strongly Islamic government in Afghanistan 
would seek to export its revolution to Central Asia or elsewhere. Nonethe- 
less, possible political turbulence in Afghanistan and certain hostility to 
the Soviet Union would be viewed as high prices to pay by a government 
that has historically been preoccupied with the security of its borders. 

Finally, leaving Afghanistan would be a blow to Soviet pride. A with- 
drawal would run counter to the Brezhnev doctrine of Soviet support for 
embattled Communist regimes and would counter frequent Soviet asser- 
tions that the “revolution” in Afghanistan was “irreversible.” Arguments 
that some Eastern European governments and Soviet clients in the Third 
World would become restive and seek a loosening in their ties to Moscow 
if the Soviets left Afghanistan seem farfetched. Still, the Soviets may 
worry that abandonment of their commitment to the Kabul regime would 
cause other governments to question Soviet steadfastness and that this 
would do unspecified damage to Soviet interests elsewhere in the world. 


The Benefits 

That the Soviet Union would benefit from pulling out of Afghanistan is 
evident, but it is hard to measure these gains and to assess their likely 
effect on Soviet interests. Aside from human and material savings and 
removing a source of discontent inside the Soviet Union!’, a withdrawal 
would show dramatically that the new Soviet leadership is indeed new, 
prepared to act as well as to speak boldly, and pragmatic in pursuing its 
foreign interests. A withdrawal would counter the view that g/asnost is not 
for export and that Gorbachev’s foreign policy is unchanged from that of 
his predecessors. 


17. The New York Times, December 27, 1987, reported a brief demonstration in Moscow 
against the Soviet Union’s Afghanistan policy. There are also periodic reports of dissatisfac- 
tion and sharp criticism of the Soviet role in the war in semipublic Jectures and meetings in 
the Soviet Union. The Soviet public lacks accurate published statistics on Soviet casualties in 
Afghanistan, and rumors about these losses tend to exaggerate greatly their numbers. 
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A second benefit to Moscow of leaving Afghanistan would be eliminat- 
ing an obvious example of Soviet imperialism. The Soviets, claiming sup- 
port for national liberation movements, become uncomfortable when 
accused of opposing such a struggle and of violating human rights in the 
process. The failure of their Afghanistan-related political maneuvers may 
have shown the Soviets that, unless they leave Afghanistan, their anti- 
imperialist credentials will remain open to challenge. 

More concretely, withdrawal from Afghanistan should benefit the Sovi- 
ets in their bilateral relations with the United States and China. Despite 
the past year’s developments in U.S.-Soviet relations, Afghanistan chills 
the climate of the bilateral relationship. While linkage between Afghani- 
stan and other areas of the relationship may not be specific, American 
suspicion of various Soviet initiatives will persist and perhaps grow as long 
as Soviet forces remain in Afghanistan. Conversely, a withdrawal on 
terms acceptable to the Afghan people would likely facilitate other initia- 
tives. Withdrawal from Afghanistan would also remove a major obstacle 
to an improvement in Sino-Soviet relations. 

It is hard to know what weight the Kremlin assigns to each of the costs 
and benefits just described. Plainly, a withdrawal would run against what 
has been for seventy years a consistent Soviet mode of conduct in world 
affairs. The Soviet Union has been cautious in pursuing its foreign policy 
objectives and has not easily given up perceived gains. Further, the price 
the Soviets pay for their Afghanistan policy does not appear to be unac- 
ceptably high, and the evidence is that this price will not rise dramatically 
in the future. Finally, the gains a withdrawal would bring Moscow in its 
overall international image and in its two most important bilateral rela- 
tionships may be hard for the Kremlin to assess. 

In short, the argument that the Soviets will continue more or less on 
their present course in Afghanistan is strong. As noted above, Moscow is 
by no means committed to a real change in its Afghanistan policy. The 
latest Soviet positions on the withdrawal timetable, on the interrelation- 
ship of the withdrawal and the ending of outside interference, and on Af- 
ghanistan’s political future have restricted their freedom of action only toa 
limited extent. Moscow will probably continue seeking both to dominate 
the country and to shift the blame for prolongation of the war rather than 
face the risks involved in withdrawing on terms the Afghan people would 
accept. 
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A Concluding Note: Why 1988 Is a Year 
of Decision 

Whatever they decide to do about Afghanistan, the Soviets themselves 
have ensured that 1988 will be a decisive year, not only in the war but in 
the way the world looks at the Soviet Union. The new Soviet leadership 
has gone to great lengths to demonstrate that it takes a new approach to 
Afghanistan and that it wants a solution. This effort has created the im- 
pression that the Soviets really intend to leave Afghanistan and to let the 
Afghan people determine their own destiny. If prompt, concrete steps to- 
ward withdrawal do not follow this buildup of international expectations, 
the world will likely conclude that the new leadership is simply pursuing 
the Afghanistan policy of its predecessors. Afghanistan will have become 
Gorbachev’s war, and future Soviet political initiatives with respect to the 
conflict will be viewed with great suspicion. 

In a larger sense as well, what the Soviets do this year in Afghanistan 
will have some influence on their position in the world. Moscow’s building 
of the world’s expectation that Soviet troops are to be removed has helped 
keep alive, and perhaps even fed, the impression that the new leadership in 
Moscow wants to change the way the Soviet Union conducts itself in 
world affairs. If the Soviets follow through with a withdrawal, this impres- 
sion will gain currency. If there is no withdrawal, the Soviet political of- 
fensive will be seen simply as another propaganda exercise, and the view 
that Soviet foreign policy has not changed will be decisively strengthened. 
Whatever their course then, the events of the next few months “in and 
around” Afghanistan will do much to shape the world’s view of 
Gorbachev and of the Soviet Union’s approach to world affairs. The 
choice rests with Moscow. 
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Bangladesh presented a grim picture in 1987. The na- 
tion witnessed the proclamation of an emergency for the second time since 
independence.! A continuous political impasse between the forces of the 
government and those of the opposition political parties during November 
compelled President Hussain Muhammad Ershad to proclaim a state of 
emergency in the country. During the year many yawning gaps between 
promises and performance also were revealed as devastating floods com- 
bined with political unrest left an adverse impact on the economy of the 
country. The downward trend in the economy was evident on all fronts— 
production, savings and investment, foreign aid and foreign trade opera- 
tions. Internationally, Bangladesh continued to maintain its “friendship to 
all,” but the year did not produce any signs of imminent breakthrough on 
critical issues in its relations with India and Pakistan. 


Politics: Urge for a Consensus 
From the time he took power in 1982 General Ershad had continuously 
tried to civilianize his regime, and the process was completed by the end of 
1986. The opposition political parties were in a fix and remained inactive 
in the earliest days of 1987. However, the situation changed with the 
year’s first session of the Jatiyo-Sangsad (parliament) on January 24 when 
the 8-Party Alliance, led by the Awami League’s Sheikh Hasina Wajed, 
staged a noisy walkout while the opposition 7-Party Alliance, headed by 
the Bangladesh Nationalist Party’s Khaleda Zia, held a street rally to try 
to force the Parliament’s dissolution. The 8-Party Alliance, which was the 
main opposition inside Parliament and had boycotted its first two sessions 
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in 1986, participated in the opening session of 1987 but refused to listen to 
the inaugural speech of a “self-proclaimed” president and walked out. On 
the other hand, the 7-Party Alliance demanded dissolution of the existing 
Parliament and the resignation of President Ershad so that there would be 
a fresh election that would ensure its parliamentary participation. The 5- 
Party left-leaning conglomerate and the fundamentalist Jamaat-e-Islami 
also expressed their support for the demands of the 7-Party Alliance. 

Despite the agitation of the opposition, the alliances failed to forge a 
unified movement. The 8-Party Awami Alliance was not happy with the 
demand for dissolution of the Sangsad as it was already in it. This lack of 
unity provided the regime with the advantage of ruling without any mean- 
ingful opposition. The 7-Party and 5-Party coalitions at this stage realized 
that they would not be effective unless they dropped their demand for the 
dissolution of Parliament. Therefore, instead of opposing the government 
and the 8-Party Alliance simultaneously, they altered their strategy to face 
the former singly and to make efforts to neutralize the latter. Both alli- 
ances now concentrated on a single objective—the resignation of President 
Ershad. Accordingly, they issued a countrywide call for a march on the 
capital city on March 24 to protest the “‘illegal takeover by the military 
regime from an elected government.” The date marked the fifth anniver- 
sary of President Ershad’s accession to power, and the regime planned to 
observe it as the “golden day.” The opposition alliances called it the 
“black day.” The government, however, reportedly refused permission to 
hold any rally in the metropolitan area of Dhaka. 

Facing a weak opposition, the government planned to pass its budget for 
fiscal 1987—1988 with enhanced taxes, and put through a bill on the partic- 
. ipation of the armed forces in the zila parishads (district councils). At this 
point, the Awami alliance realized that its presence in the Jatiyo-Sangsad 
did not contribute much to its stature since nothing was happening in the 
Parliament that it could do anything about. The ruling Jatiyo-Party (JP) 
had a majority in the Sangsad and the presence of the Awami League (AL) 
was an advantage for the regime. The Bangladesh Nationalist Party 
(BNP), on the contrary, was gaining popularity by “sticking to the persis- 
tent demand for Ershad’s resignation.”* The AL also felt that as long as 
the BNP remained outside Parliament, the streets would be the main polit- 
ical battleground of the opposition. The Awami alliance, therefore, 
expressed its desire to join in a united action opposition program. Conse- 
quently, all three alliances—8-Party, 7-Party, and 5-Party—and the 
Jamaat-e-Islami agreed to observe a countrywide, half-day kartal (general 
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strike) on June 21 in protest against the proposed budget and the Local 
Government (zila parishad) Amendment Bill, 1987. This was the first 
time since March 21, 1986, that the opposition had manifested its wrath 
against the regime through a joint action program.? And the issue that 
inspired the alliances to unite was not the budget but the zila parishad bill. 
If the bill passed, President Ershad’s position would be solidified so in- 
tensely that no agitation would be possible since the army would have con- 
trol at the lower tiers of the administrative units. 

In the wake of the success of the kartal call, the opposition alliances 
observed “demand week” beginning June 22, with countrywide rallies and 
demonstrations against the “anti-people” budget and calls for an end to 
the “autocratic” rule of the Ershad regime. Despite the joint program of 
hartal and “demand week,” the opposition alliances drifted apart again as 
the 8-Party Alliance remained under pressure from the others to resign 
from Parliament in order to strengthen the antigovernment movement. 
Sheikh Hasina reiterated her pledge to continue movement “both inside 
and outside the Parliament.” Meanwhile, the 1987-1988 budget was 
placed before Parliament and the AL staged another walkout. But the 
ruling JP, with its majority, had no problem passing the budget, and it also 
was able to push through the zila parishad bill on July 12 allowing the 
military “non-voting representation” on the 64 district councils in Bangla- 
desh. The bill sparked immediate protests, strikes, and processions by 
trade unionists and student organizations that lasted for two days. The 
opposition political parties declared a 54-hour kartal, claiming that the bill 
was the first step toward institutionalizing the military within the civil ad- 
ministration. During the kartal, protesters burned cars, ransacked build- 
ings, and encircled the Bangladesh Secretariat building for 90 minutes; at 
least seven persons reportedly died and more than a hundred were injured. 
Consequently, in August the zila parishad bill was sent back to Parliament 
by the president to be reviewed, but it never was discussed again in the 
Sangsad. 

The opposition’s success in resisting the zila parishad bill through a har- 
tal inspired the alliances to go for a hardline movement. They now 
adopted a common plan for October 7 for laying siege to the capital city 
and paralyzing the government administration. The date was subse- 
quently shifted to November 10 due to the devastation caused by severe 
floods throughout the country. The government took a number of precau- 
tionary measures prior to November 10, including the arrest of a few lead- 


3. Since Ershad’s rise to power in 1982, the opposition political parties had jointly organ- 
ized movements against the regime. However, there was a crack in the unity of the opposi- 
tion when the Awami alliance decided to participate in the parliamentary election of 1986. 
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ers of the opposition, cessation of train service, massive requisition by 
government of buses and trucks plying interdistrict routes, and physical 
blockades of people moving toward Dhaka by the law-enforcing agency. 

The police actions resulted in hartals for two consecutive days, Novem- 
ber 11 and 12. Both Khaleda and Hasina were arrested by the police and 
interned at their residences, and the government issued a “shoot-at-sight” 
order against arsonists and looters. The opposition then prolonged its Aar- 
tal program on November 14 and 15 and expressed its determination to 
continue the movement until President Ershad fell. It succeeded in enforc- 
ing strikes almost every day until November 24; then from November 29 
to December 1, it observed a continuous nationwide 72-hour kartal. A 
grim picture of deteriorating order prevailed in the country. 

Consequently, President Ershad proclaimed a state of emergency 
throughout Bangladesh on November 27 in pursuance of Article 141 A (1) 
of the constitution. All fundamental rights were suspended; local newspa- 
pers and reporters, both national and international, were strictly advised 
not to report any activities of the opposition; and while politics and polit- 
ical parties were not banned, full restrictions were imposed on political 
activities. Ataus Samad, the BBC correspondent in Bangladesh, was ar- 
rested and detained under the Special Powers Act, and all BBC operations 
were closed. On the following day, November 28, President Ershad ad- 
dressed the nation to explain the reasons for proclaiming the emergency. 
He called the opposition’s program since November 10 “planned anar- 
chy,” and “planned terrorism”; he emphasized that he would not surren- 
der to any terrorism or “illegal and undemocratic pressure,” and that any 
change in the government should follow the procedures prescribed in the 
constitution. The president put forward four specific proposals to arrive at 
a satisfactory solution to the situation in conformity with national interest: 
(1) the government was ready to discuss all reasonable issues, individually 
or collectively, with the opposition political parties; (2) if a consensus 
about new elections could be arrived at through discussion, then polls 
could be held at a date acceptable to all, if necessary ahead of schedule; 
(3) the government would implement all measures framed on the basis of 
consensus and acceptable to all for the holding and management of fair 
elections; and (4) if any party obtains the mandate of the majority of the 
people through elections and wants to amend the constitution in the Par- 
liament, there would be no opposition from his side.* 

Within a day or two of the president’s address, a few opposition leaders, 
but not Khaleda and Hasina, were released in order to expedite negotia- 
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tions between the government and the opposition. All this, however, did 
not improve the situation. All ten Jamaat-e-Islami MPs and three in- 
dependent members relinquished their seats in the Sangsad in order to in- 
tensify the opposition movement, and the AL was also seriously 
considering resignation from the body. At this stage President Ershad, in 
accordance with the power conferred on him under the constitution, dis- 
solved the Sangsad on December 6 to pave “the way for holding fresh polls 
to get an electoral mandate on various national issues including the consti- 
tution.” 

The Jatiyo-Sangsad of 1987 was the shortest-lived of any parliament in 
Bangladesh, and this was the first time an elected president had to resort to 
this provision of the constitution in the face of a political crisis. Four days 
after Parliament was dissolved, Khaleda Zia and Sheikh Hasina were re- 
leased. President Ershad urged the opposition political parties to partici- 
pate in the midterm election, scheduled to be held within 90 days of the 
dissolution, and the government allowed indoor politics and TV and radio 
coverage for the opposition. But all such moves proved futile as both 
Khaleda and Hasina rejected them, saying that they would not contest any 
election under the present government. They reiterated their demand that 
President Ershad resign and that elections take place under a “neutral 
caretaker” government. The Liaison Committee of the 21 opposition par- 
ties urged the upazila (subdistrict) chairmen to resign and to observe 
dawn-to-dust Aartals on December 22 and 23. While the opposition move- 
ment continued, the government planned to hold a nonpartisan or in- 
dependent election, restricting candidates from using the name of any 
political party. This left the nation in a state of suspended animation. 

Thus, while the Ershad regime did not collapse, the opposition did not 
budge an inch from its demands. What made the November-December 
movement different from the past was the scale, quantity, and quality of 
repressed violence bursting forth. It is, however, unlikely that the opposi- 
tion political parties can force Ershad to resign through hartals and 
processions. Only the military could overthrow him and, for now at least, 
Ershad still enjoys the support of the armed forces. Perhaps the eventual 
alternative for resolving the deadlocked situation in the nation’s politics 
will be the imposition of martial law again in Bangladesh. 


The Economy: Trailing Behind the Target 
The political unrest from the beginning of the year, with Aartals and 
strikes in the industrial belts, and the unprecedented floods in September- 
October engulfing about one third of the territory had an adverse impact 
on all sectors of the economy. The nation observed more than 30 days of 
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hartals and strikes, and one estimate put the loss suffered by the economy 
during the month of November alone at $200 million in terms of produc- 
tion.? 

While floods are a common phenomenon in Bangladesh, the magnitude 
of devastation wrought by the floods in 1987 surpassed all past records, 
affecting about 20 million people in 51 of the country’s 64 districts in 
terms of both life and property. According to an official estimate, about 
500 people died and thousands were marooned on embankments and high- 
ways. Crops on 2.5 million acres of land were completely destroyed, while 
those on 1.5 million acres were damaged. Floods also damaged innumer- 
able roads, bridges, culverts, and large buildings. According to a World 
Bank estimate, Bangladesh lost roughly 1.2 million tons of rice (valued at 
$350 million), which along with damage to infrastructure, caused a 25% 
gap between food grain production and requirements in 1987. 

Consequently, the growth rate of production during the year was very 
low. The GDP grew only 4.4% against the target of 5% during fiscal 
1986-876 and, due to the 1987 losses, the government forecast only a 2.5% 
growth rate in 1987-88 against the budgetary target of 5.1%. The Plan- 
ning Commission now estimates a 2% decrease in agricultural production 
against the official target of a 3.7% increase during 1987-88, and it has also 
revised its food production target from 17.5 million to 15.5 million tons for 
the same period.’ Industries were under similar strains. By the end of 
June, the GDP growth rate in industry was 7.4%, but in the July-Septem- 
ber quarter industry registered a fall of 5% in jute textile production, 4.7% 
in cotton textiles, 2.5% in cotton yarn, 12% in paper, and 11.5% in steel 
production, compared to the previous quarter. Therefore, industrial pro- 
duction will, it seems, decrease against the projection of an 8.7% increase 
for fiscal 1987-1988. 

Bangladesh’s terms of trade also declined sharply. The country set a 
target of $1000 million in 1987 from exports as against earnings of $980 
million in 1986, but earnings dropped during the second half of the year. 
The country lost some export markets, particularly in the garment sectors, 
as buyers were not confident about on-time delivery of goods. Investors, 
both national and foreign, also displayed uncertainty. Since overall export 
earnings did not improve, the balance of payments deteriorated in 1987. 
In 1972, the first year of Bangladesh’s existence, the total foreign debt was 
$65.1 million; in 1987 it had increased to $7557.1 million. Thus Bangla- 
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desh’s export earnings had not increased appreciably with respect to the 
increment of external loans.’ Disbursement of the considerable foreign aid 
commitment (both grant and loan) also was not satisfactory. 

The above trend in the Bangladesh economy indicates that it will con- 
tinue under heavy strains during the 1987-1988 fiscal year. The down- 
ward trend in the rate of production and foreign trade will accelerate in 
the coming months as production has been practically paralyzed. In all 
likelihood, the period will end up with a GDP 2% less than that of fiscal 
1986-1987. 


External Relations: No Major 

Breakthroughs 
Bangladesh has achieved a high level of success in its diplomatic efforts 
during the last few years, but in 1987 no significant progress was made in 
external relations. Bangladesh could not solve many of the bilateral issues 
that exist, either with India or Pakistan. Nor were any of these unresolved 
issues expedited when the heads of state or government of the SAARC 
(South Asian Association for Regional Cooperation) countries assembled 
in Kathmandu, Nepal, for a three-day summit in November and discussed 
numerous multilateral issues. In the second half of 1987, Bangladesh 
made significant moves toward strengthening ties with China, including 
President Ershad’s three-day visit to the country, which aroused India’s 
suspicion. Bangladesh-India relations are still facing jolts on the questions 
of repatriation of Chakma refugees from camps in India, sharing of Gan- 
ges water, and transfer of the Tin-Bigha corridor to Bangladesh. Bangla- 
desh also failed to make any progress with Pakistan toward solving the 
problem of repatriating stranded Pakistanis. The distribution of assets and 
liabilities with Pakistan has virtually become a dead issue. 

Outside the region, however, Bangladesh made efforts to strengthen re- 
lations with France, Japan, and Rumania. The French and Japanese for- 
eign ministers and the president of Rumania all paid first-time official visits 
to the country. The Japanese minister’s visit in August produced agree- 
ment by Japan to offer all sorts of economic aid to Bangladesh, continuing 
the generous assistance it has been providing since Bangladesh became in- 
dependent in 1971 (in 1980 Bangladesh became the largest recipient of 
Japan’s bilateral Official Development Assistance (ODA) program in 
terms of net disbursement). In February, Bangladesh’s foreign minister 
paid a six-day official visit to Japan, and to Poland and Bulgaria in May. 


8. Bangladesh Bank, Economic Trends (Dhaka: Government of Bangladesh, August 
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During the Rumanian president’s visit in March, the two sides agreed to 
diversify their economic cooperation and signed four different agreements 
on economic (two on investment promotion and protection and long-term 
economic arrangements), scientific, and cultural cooperation. Trade with 
Rumania has been confined mainly to barter, with $5-6 million worth of 
goods going in each direction, but it appears that Rumania has been show- 
ing keen interest in developing its relations with Bangladesh. 

Bangladesh maintained its fraternal relations with the Muslim countries, 
many of which offered massive relief during the floods, including six heli- 
copters from the Iraqui government to transport relief materials to remote 
areas. In July President Ershad paid an official visit to the Yemen Arab 
Republic (North Yemen), the first by a Bangladeshi head of state and seen 
as a Significant move toward opening up new avenues for trade, culture 
and economic cooperation. In April the visit of the deputy foreign minis- 
ter of Oman resulted in the signing of an air service agreement between the 
two countries. Bangladesh’s relations with Iran, however, were consider- 
ably chilled in 1987, and the foreign minister’s planned visit to Iran in July 
was postponed on the pretext of his indisposition. 

Bangladesh’s principal success in the international arena in 1987 was the 
receipt in June of the United Nations Population Award by President Er- 
shad. The president was cited for his “personal leadership” in directing 
family planning efforts that increased contraceptive use from 18.6% of the 
population in 1981 to 29.6% in 1985, reducing the annual population 
growth from 3.2% to 2.4%.? In other areas, a ministerial level meeting of 
the Asian Group of the United Nations Conference on Trade and Devel- 
opment (UNCTAD) was held in March in Dhaka. The resulting Dhaka 
Declaration noted with concern the continuing and increasing erosion of 
multilateralism and its substitution by bilateral arrangements, ignoring 
and bypassing the multipolarity and diversity of the contemporary world 
economic scene. Finally, Bangladesh joined the Commonwealth summit 
in Vancouver, Canada, in October where important issues such as the 
world economic situation, Commonwealth financial cooperation, and mul- 
tilateral trade negotiation figured prominently. 


Conclusion 
Following the civilianization of the military regime in 1986, the year 1987 
brought new developments to Bangladesh. The formal end to martial law 
with the holding of parliamentary and presidential elections could not dis- 
pel the earlier moods of frustration of the opposition alliances. The oppo- 
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The problem of displaced Nepalis was also raised by the Nepali press, 
political groups, and NP members. More than 7,000 Nepalis were re- 
ported to have come to Nepal after being expelled from Meghalaya State in 
India. Criticizing both the government of India and the Nepali authorities 
for their callous indifference to the problem, various political group leaders 
and newspapers considered it a violation of the 1950 Treaty of Peace and 
Friendship, which, among other things, underlines the “privileges in the 
matter of residence, ownership of property, participation in trade and com- 
merce, movement and privileges of similar nature” of citizens of each 
country who are resident in the other. 

Responding to the widespread concern, the Ministry of Home Affairs of 
Nepal issued a statement on November 13 stating that the government had 
already taken up. “through proper channel” the matter of people of Nepali 
origin coming to Nepal after being evicted and displaced from different 
parts of India. On the other hand, some cases of harassment of Indian 
hawkers and vendors in Kathmandu were reported in the local press. Ne- 
pal’s decision to introduce a work permit system for foreigners was contro- 
versial for some time, but the Nepali government’s clarification resolved 
the issue. 

In June, Nepal and India signed an agreement setting up a joint com- 
mission intended to increase economic cooperation in trade and transit, 
industry, and water resources. However, India remained unwilling to en- 
dorse Nepal’s peace zone proposal. On the contrary, Prime Minister Rajiv 
Gandhi rejected the concept of regional peace zones, maintaining that 
there could be no piecemeal or regional approach to this global issue. 
Although Gandhi seemed to be referring to the Pakistani proposal for de- 
claring South Asia a nuclear-free zone of peace, the message was clear to 
others as well.!° The Indian assertion came shortly after the SAARC 
summit held in Kathmandu in November. Later it was reported that the 
U.N. General Assembly approved a Pakistan-Bangladesh-sponsored reso- 
lution endorsing the concept of a nuclear weapon-free zone in South Asia, 
which had been rejected by India. The Assembly also decided to establish 
a regional center for peace and disarmament in South Asia, with Kath- 
mandu as its headquarters. 

Nepal scored a diplomatic victory by organizing the first regional sum- 
mit to be held in the country. The leaders of the South Asian Association 
for Regional Cooperation (SAARC) met in Kathmandu November 2-4 
and discussed the possibilities of enhancing South Asian cooperation. 
Although the actual economic effect of this summit is yet to be assessed 
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and felt in Nepal, the occasion was treated as a national festival. Address- 
ing the inaugural ceremony, King Birendra said that “SAARC kindles our 
dreams and excites our imagination.” He also warned against a “piece- 
meal approach .. . taking up one issue today and adding another to- 
morrow.” Such an approach “may land us in a morass of ad hocism.”!! 
Agreements on establishing a SAARC food security reserve and on sup- 
pressing terrorism were among the highlights of the Kathmandu meeting. 
India was more forthcoming in proposing regional cooperation in such 
crucial areas as trade, energy, money, and finance, but some other coun- 
tries were interested in consolidating the present level of cooperation in 
already selected areas rather than jumping into others. 


The Economic Scene 
According to the Economic Survey for fiscal 1986-87, the gross domestic 
product increased by 3% in 1984-85 but showed a decline in the 1986-87 
GDP growth rate. The food front was affected by flood, landslides, and 
drought, and recorded a 15.4% decline in the paddy crop. The govern- 
ment was prompt in sounding out local representatives of donor govern- 
ments and agencies for assistance. The government’s consumer index 
claimed that prices had increased by an average of 13.3% during 1986-87, 
against 15.9% during 1985-86, but such figures could hardly be reliable in 
view of the price rise determined by profiteers. Commenting on the deteri- 
orating economic situation, some NP members stated that the wrong pol- 
icy of “increasing revenue by encouraging smuggling” was responsible for 
low productivity in agriculture and other sectors.!* Nepal’s disappointing 
economic picture was drawn by American Ambassador Leon J. Weil, who 
said in an address to the Rotary Club of Kathmandu: “A hard reality is 
that Nepal has been living beyond its means, that without major increases 
in external assistance, Nepal cannot even afford to operate and maintain 
the existing level of Government-provided goods and services. ... I have 
reached a rather troubling conclusion about the situation here. The two 
main prerequisites for development—resource base and a favorable eco- 
nomic environment—are lagging in Nepal.”!4 Not surprisingly, the 
speech provoked comment across political lines. Some considered it as 
depicting the true economic state of the country, while others, opposed to 
the policy of economic liberalization and to the United States itself, called 
his remarks a “breach of diplomatic etiquette” or a “slap in the face” of 
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the Nepali government. Later, on the eve of his departure after complet- 
ing his term in Nepal, Weil disclosed that his address had the approval of 
the U.S. State Department. 14 

As the year ended, no measures were adopted for improving the eco- 
nomic and political situation of the country. Consequently, frustration 
and apathy touched both the panchayat camp and the outlawed political 
parties. The NC was particularly disillusioned with the partyless polity 
and its touted political reforms. Though the party had no alternative but 
to play the game of systemic opposition, its operational limitations within 
the partyless system led actively by the king could be observed clearly. 
Thus, the NC’s participation in the local elections was virtually a political 
miscarriage, as its political ideology and appeal failed to inspire people 
whose needs are more directed toward local than national political issues. 
Nevertheless, the outlawed parties were believed to have captured a sizable 
number of local panchayats across the country. On the official front, the 
PPEC continued to come under criticism for its alleged interference in the 
elections of panchayats and class organizations. Many candidates who 
claimed themselves to be true panchas held the opinion that such high- 
handedness on the part of the government and the PPEC would eventually 
formalize group politics within the system. All these developments in 
1987, therefore, suggested that trends toward conformity were more pro- 
nounced than the prospects of pluralism. 


14, Ibid., November 1987. 
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The New Order at the Height of Its 
Power 
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Ekonomi Turun, Golkar Naik (The Economy Goes 
Down, Golkar Goes Up), ran a headline in the leading Jakarta news- 
weekly, Tempo, after the April 23 parliamentary election, the fourth in the 
21-year history of President Soeharto’s “New Order” government.! 
Golkar (for Golongan Karya or Functional Group), the government’s 
political party, had just scored an impressive 73% vote total, a 9% im- 
provement over the last election in 1982. 

Later in the year the economy also began to show some signs of rising, 
so the juxtaposition of political triumph and economic failure does not 
apply to the whole year. But Tempo’s headline expresses succinctly a basic 
truth about Indonesia in 1987: the government’s control has never been 
greater than it is today. The New Order seems firmly rooted in a combina- 
tion of authoritarian coercion, skillful political management, and long- 
term economic success that makes it relatively impervious to short-term 
currents of change in its environment. Even recent revelations concerning 
the first family’s business dealings do not appear to have shaken either 
Soeharto’s personal position or that of the system within which he rules. 


The Election 
New Order elections have been imperfect measures of the popular political 
will. They reflect a heavily managed and controlled electoral process 
designed by the government—-whose power derives primarily from armed 
forces support—to demonstrate its legitimacy to its own people and to the 
outside world, while at the same time avoiding as far as possible any real 
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contestation among competing political forces. Nonetheless, they also dis- 
play elements of genuine representation, as this year’s increase in the 
Golkar vote paradoxically but unambiguously demonstrates. 

In each of the three previous elections Golkar won just over 60% of the 
vote. These successes were due in large part to the government’s structur- 
ing of electoral and party laws and regulations to its own advantage, the 
organization and tactics used by Golkar, and governmental manipulation 
of the nongovernment parties. Electoral and party laws have systemati- 
cally discriminated in favor of Golkar, for example, in prohibiting party 
branches below the provincial level (where Golkar exists permanently as 
the political face of the bureaucracy), in limiting campaigning (45 days in 
the past, 25 in 1987), in forbidding criticisms of government policies dur- 
ing election campaigns, and in giving pro-Golkar local government agen- 
cies discretionary power over campaign meeting and rally permits. 

Organizationally, Golkar is an amalgam of the armed forces and the 
civilian bureaucracy. In 1971 and 1977 the Golkar leadership was monop- 
olized, in some areas down to the villages, by the military. In 1982, as 
military trust in the loyalty and competence of civilian bureaucrats im- 
proved, more leadership positions were given to civilians, though the 
armed forces continued openly to support the party. This year, when the 
government felt more confident than ever before of an overwhelming 
Golkar victory, the military declared its official neutrality. Active duty 
soldiers were careful to stay out of the campaign, but retired officers were 
more conspicuous than ever. 

Golkar’s primary strategy in New Order elections has been to mobilize 
government officials, who are used in turn to mobilize the electorate. Re- 
gional officials at provincial, district, and subdistrict levels apply pressure 
on village heads to get out the vote for Golkar. Especially in rural Java, 
where village officials tend to control most resources of value and are (in 
part for that reason) traditionally deferred to in supra-village affairs, this 
strategy has been very successful. 

Ten parties, including Golkar, contested the 1971 elections. In 1973 the 
nine non-government parties were “fused” by government edict into two 
new parties, the PPP (Partai Persatuan Pembangunan, Development 
Unity Party) and PDI (Partai Demokrasi Indonesia, Indonesian Democ- 
racy Party). PPP combined all of the former Islamic parties, most notably 
NU (Nahdlatul Ulama, the Awakening of the Religious Teachers), a con- 
servative and traditionalist Java-based party, which had won 18.4% of the 
vote in 1971. The much weaker PDI included the former PNI (Partai 
Nasional Indonesia, Indonesian Nationalist Party), two smaller nationalist 
parties, and the Protestant and Catholic parties. In the pre-New Order 
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1955 elections, PNI had won more votes (22.3%) than any other party. In 
1973 it was still the largest of the ex-parties in PDI, but its 1971 vote had 
shrunk to a lowly 6.9%. 

The 1987 election results represent the first significant change in a vot- 
ing pattern established in 1971 (see Table 1). What accounts for the near 
collapse of PPP and the improved fortunes of both Golkar and PDI? 


TABLE 1 New Order Elections 


197] * 1977 1982 1987 
Golkar 62.8% 62.1% 64.3% 73.2% 
PPP 27.1 29.3 27.8 16.0 
PDI 10.1 8.6 7.9 10.9 
Totals 100.0 100.0 100.0 100.1 


SOURCES: For 1971, 1977, and 1982, Leo Suryadinata, Political Parties and the 1982 
General Elections in Indonesia, Singapore: Institute of Southeast Asian Studies, 1982; for 
1987, Kompas, 7 June 1987. 

*PPP and PDI percentages in this column are for the combined votes of the parties that 
became PPP and PDI in 1973. 


Most of Golkar’s increment was at the expense of PPP. NU, which left 
PPP in 1984, supplied most of the party’s departing voters. These conclu- 
sions are in part based on the relative sizes of the three contestants, the 
magnitude of the Golkar rise and PPP fall (PDI is too small to have had 
much impact on the other parties’ vote totals), and the size of NU relative 
to the other components of PPP. In 1971 NU accounted for nearly two- 
thirds of the Islamic parties’ total vote. If that proportion remained about 
the same in 1982, as most observers believe it did, a loss of over 40% of the 
PPP vote between 1982 and 1987 would be impossible without a substan- 
tial erosion of NU voters. 

Analysis of the 1987 election data shows that PPP support dropped in 
24 of the 27 provincial electoral districts, excepting only the remote and 
numerically meaningless East Nusa Tenggara, Irian Jaya, and East Timor. 
The differences in PPP’s fall in regions where NU historically has been 
strong and in areas where other Islamic parties have been more prominent 
are not great, though NU provinces did tend to be hit slightly harder. 
Because of the numbers involved, however, the cumulative effect is that 
nearly all of the loss is attributable to NU defections. 

According to one survey and analysis, 76.7% of PPP’s decline is ac- 
counted for by NU’s “principal base,” the eight provinces in which NU 
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had won more than 60% of the four prefusion Islamic parties’ vote in 
1971; 71% of all PPP voters live in these eight provinces. More narrowly, 
nearly 5 million (69%) of the 7 million fewer votes received by PPP in 
1987 compared to 1982 can be traced to three provinces-—-East Java, Cen- 
tral Java, and West Java—where in 1971 NU obtained 89.6%, 80.6% and 
63.3%, respectively, of the total Islamic vote. Sixty-two percent of PPP’s 
13.7 million 1987 voters live in these three provinces. East Java—Indone- 
sia’s largest province, the source of 25% of PPP’s 1987 voters and NU’s 
heartland—was alone responsible for 32% of the decline.” 

These outcomes must be seen as victories for both the government and 
NU. Independent parties have never been popular with President 
Soeharto and his military colleagues. Islamic parties are a particular 
anathema. Indonesian political culture is split into a devout Muslim, 
largely Outer Island, entrepreneurial half (actually about 45%, judging by 
the total vote for Islamic parties in the unconstrained 1955 election) called 
santri and a syncretic Hindu-Javanese, bureaucratic half labeled abangan. 
Most of the generals are culturally abangan and extremely suspicious of 
the intentions of santri politicians, who are thought to harbor “extreme 
right” tendencies toward the transformation of Indonesia into an Islamic 
State (Vegara Islam). Memories of the several Islamic-based rebellions of 
the 1950s and 1960s reinforce these suspicions. 

Since taking power, Soeharto has proceeded step by step to eliminate 
Islam from partisan politics. In the late 1960s, senior politicians represent- 
ing the modernist wing of Indonesian Islam attempted to resuscitate Mas- 
jumi, the second largest party (20.9%) in the 1955 elections, which had 
subsequently been disbanded by President Sukarno for participation in the 
regional rebellions of the late 1950s. But the Soeharto government allowed 
the formation only of PMI (Partai Muslimin Indonesia, Indonesian Mus- 
lims’ Party), a pale shadow from which all former Masjumi leaders were 
excluded. PMI won 5.3% of the 1971 vote. 

The government’s 1973 creation of PPP, which brought together NU, 
PMI (now called MI, Muslimin Indonesia), and two smaller Islamic par- 
ties, was a deliberate attempt to contain NU. Unlike the artificial and de- 
pendent MI, NU is a long-established autonomous organization firmly 
anchored in a rural network of mosques and traditional Islamic schools, 
with its strongest base in East and Central Java. It was the only major 
party able to maintain its voting strength, just over 18%, from 1955 to 
1971. While it has never made an Islamic state its goal, NU evaluates 


2. Figures and some of the analysis from Arbi Sanit, “Pergeseran Pemilih PPP Dalam 
Pemilu 1987 dan Masa Depan Perpolitikan Islam,” Panji Masyarakat, 21 May 1987, pp. 
66-70. 
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specific laws and government policies in the light of its understanding of 
the Koran and other Islamic teachings. For much of the New Order, NU 
has been the government’s most vocal, persistent, and powerful critic, the 
closest thing there has been to a genuine opposition. 

Acting through its proxies in MI, the government has attempted to min- 
imize NU’s influence in PPP by steadily shrinking its allotment of parlia- 
mentary seats and party leadership positions. These efforts intensified 
after the NU faction walked out of the 1978 session of the People’s Con- 
sultative Assembly, a kind of super parliament that meets every five years 
to elect the president and vice-president and set the broad outlines of state 
policy. President Soeharto is said to have taken the protest as a personal 
insult and as further proof of the extremism of Islamic politicians. 

In the early 1980s the government began to require all parties and social 
organizations to adopt the state doctrine of Pancasila (five principles of 
belief in God, humanitarianism, nationalism, democracy, and social jus- 
tice) as their “sole principle” (asas tunggal), thereby removing PPP’s Is- 
lamic raison d’etre. In 1985 PPP was forced to replace its ballot symbol, 
the Ka’abah in Mecca toward which Muslims pray, with an un-Islamic 
looking star derived from the government’s official Pancasila emblem. 

With government approval, NU withdrew from PPP in 1984, declaring 
itself a nonpolitical social and educational organization and prohibiting its 
leaders from simultaneously holding a position in a political party. It re- 
mained politically active, however, and in 1985 tried but failed to unseat 
its nemesis, the MI’s John Naro, as PPP general chairman. In 1987 a new 
word, penggembosan (deflation), entered the Indonesian political lexicon 
as prominent NU figures traveled the country telling their members and 
supporters that “a vote for PPP is not required, for Golkar not prohibited, 
for PDI not a crime” (Tak wajib nyoblos PPP, tak haram nyoblos Golkar, 
tak jahat nyoblos PDI). The not-so-subliminal underlying message, how- 
ever, was to vote for Golkar, and millions of NU voters fell in line. 

PPP’s defeat is thus NU’s triumph. The NU leadership got out the vote 
for Golkar and in so doing increased its influence in the political system. 
Organizationally, NU’s autonomy has been strengthened. Its schools and 
teachers are now the object of government largesse, not hostility. A few of 
its members are already influential within Golkar, and more will be given 
leadership positions to cement the de facto alliance. Most important, in 
deflating the PPP vote by nearly half, NU has demonstrated its mass 
strength in a particularly dramatic way. The lesson is not lost on govern- 
ment officials, who could directly compare the depth of loyalty to NU with 
the shallowness of support for Golkar. 
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The overall picture of national politics that emerges from the election is 
one of continued domination of Indonesian society by the military-bureau- 
cratic complex, of which Golkar is the electoral manifestation. Coercion, 
though now in the background and used sparingly and indirectly, still ex- 
plains much of Golkar’s and the government’s success. But the NU story 
suggests that the picture of domination through coercion, at least in the 
case of Islamic political aspirations, is incomplete. There is also a genuine 
contest, a pattern of thrust and parry and also of shifting positions by both 
camps as each tries to get the better of the other. Thus, NU under govern- 
ment pressure becomes “non-political”; Golkar in search of votes forms a 
de facto coalition with its erstwhile adversary. The end result, though it is 
too early to draw firm conclusions, might well be a new accommodation 
between Indonesia’s two great cultural traditions. 

A smaller example of this pattern of contestation within a coercive 
frame that has also resulted in shifting positions on both sides is the elec- 
tion campaign in Aceh, Indonesia’s westernmost province. The Acehnese 
are devout (they call themselves fanatic) Muslims with a well-developed 
sense of ethnic identity. For most of the 1950s they were in rebellion 
against the central government over a mix of still-unresolved Islamic and 
regional issues. In 1971 they gave 49% of their vote to Golkar, but only 
41% in 1977 and 37% in 1982. In 1977 Aceh was one of two provinces 
(the other was Jakarta) without at least a Golkar plurality; in 1982 it stood 
alone. 

In the 1987 election the national Golkar leadership’s first priority was to 
increase their percentage of the vote in Aceh. The final tally was Golkar 
51.8%, PPP 42.8%, and PDI 5.4%, a victory beyond anyone’s expecta- 
tions. Seven of ten districts (as opposed to only three in 1982) and 77 of 
137 subdistricts gave Golkar a majority, and in nearly every subdistrict 
Golkar increased its vote significantly. 

Many factors help to explain this outcome. Perhaps the least important 
is the defection of NU, a minor local force now as in 1971, when it won 
only 9% of the vote. PPP was somewhat weakened in Aceh as elsewhere 
by the loss of its distinctive ballot symbol and of its claim to be the Muslim 
party, but most voters seemed to recognize the star and to identify PPP 
with Islam. More effective was Golkar’s campaign war chest, put together 
by two well-connected central government officials and patrons of Aceh— 
the director of the state oil company Pertamina and the head of the state 
agricultural marketing board Bulog. Local businesses, now much more 
dependent than in 1982 on government for favors and contracts, were 
heavy contributors. 
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The most critical ingredient in Golkar’s success, however, was the join- 
ing of traditional and modern Acehnese beliefs and aspirations through the 
political leadership of an extraordinary governor, Ibrahim Hasan. The 
governor, appointed only eight months before the election, is a Jakarta- 
and Syracuse-trained professional economist who had served as rector of 
the local state university and head of the provincial development board 
before being elevated to a high post at Bulog in Jakarta in the early 1980s. 

Growing numbers of Acehnese want the kind of modernity symbolized 
by the governor’s own career: general (as opposed to religious) education, 
white-collar employment, urban residence and lifestyle. But they are also 
determined to retain their ethnic and religious identity. A vote every five 
years for PPP, a religious party with an antigovernment flavor, has’ been 
the principal means of expressing that determination. 

Before and during this year’s campaign, the governor traveled continu- 
ously along the north coast littoral, the densely populated Acehnese ethnic 
heartland, delivering sermons and speeches and talking with village reli- 
gious leaders. His message was simple: there is no contradiction between 
our Islamic and Acehnese identity and a commitment to Indonesia and the 
development programs of the New Order. A vote for Golkar, he said, is 
not apostasy. A victory for Golkar will mean more and faster material 
progress without the sacrifice of our spiritual selves. 

This strategy was effective for two reasons: the message was what the 
public wanted to hear, and the medium through which it was transmitted 
gave it maximum impact. Ibrahim Hasan’s political personality is a care- 
fully constructed (but apparently sincere) blend and balance of traditional 
and modern, religious and secular, Acehnese and Indonesian values. 
Moreover, his open style, rhetorical skills, and willingness to engage local 
elites and voters face to face assured him a wide ana sympathetic audience. 
Golkar in Aceh, like NU in Java, thus reshaped itself to meet local con- 
cerns and in the process may have moved two old antagonists toward a 
new political and cultural synthesis. 

PDI in 1987 increased its vote by three percentage points, a small 
number in absolute terms but a 38% improvement on its 1982 perform- 
ance. What accounts for this mini-surge, which reverses a trend begun in 
1971? 

In the last days of the campaign, tens of thousands of young Indone- 
sians, many wearing the red T-shirts of PDI and carrying portraits of In- 
donesia’s radical nationalist first president, Sukarno, flocked to PDI rallies, 
especially in Jakarta. A shaken Lt. Gen. (ret.) Sudharmono, Golkar na- 
tional chairman and one of Soeharto’s most trusted lieutenants, lowered 
his prediction of Golkar’s vote from 70% to 60%. After the election the 
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president ordered a study of modern history textbooks to discover why 
young voters seemed to have so little understanding of the negative aspects 
of the Sukarno era. Large claims were also made by domestic and foreign 
observers about the present and future significance of PDI’s electoral 
showing and apparent popularity among urban youth, pictured as increas- 
ingly alienated and radicalized. 

In my judgment, this interpretation contains a few kernels of truth but 
greatly overrates their importance and growth potential. PNI, the largest 
of the ex-parties now in PDI, is identified in the public mind with 
Sukarno’s anticapitalist and antiimperialist nationalism, issues on which 
the pro-Western New Order is vulnerable. There is no way to know from 
available data if PDI’s additional votes came disproportionately from the 
youth, but they certainly were cast in the cities. In Jakarta, PDI’s share of 
the vote jumped to 28.8% from 15.8% in 1982. Most of the comparable 
rise in neighboring West Java, from 9.5% to 16%, was in cities such as 
Bandung and Bogor (both of which have large university student popula- 
tions) and in districts bordering on Jakarta.’ It is thus certainly possible 
that the youthful crowds at PDI’s Jakarta rallies could become the seeds of 
a future challenge to the government. 

On the other hand, 3% remains a small increase and PDI a small and 
ineffective party. During and since the campaign PDI has attempted to 
take fresh and relatively bold positions on a number of issues, including 
corruption and unequal distribution of the benefits of economic growth. 
But the party itself is an artificial creation, utterly dependent on govern- 
ment good will, with a national leadership actually picked by government 
Officials at the last party congress in April 1986. 

Though little discussed, push factors may be more important than pull 
in explaining the PDI vote. There is no doubt that some voters in 1987, as 
in previous elections, were looking for a way to protest military-bureau- 
cratic dominance of the political system. In 1982, those voters chose PPP, 
which had a history of standing up to the government. Since 1983, well- 
publicized conflicts in PPP have led to the departure of all its independent 
and outspoken leaders. In a three-party system, voters who wanted to pro- 
test this year had nowhere to go but to PDI. The party’s improved vote 
may thus be a byproduct of the circumstances of the election, reflecting 
not so much new loyalties to PDI or the growing alienation of radical 
youth as the persistence of an old undercurrent of dissatisfaction with the 
New Order. 


3..Kompas, 4 June 1987, p. 9. 
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After national elections, the next important event on the Indonesian 
political calendar is the selection, scheduled for March 1988, of the presi- 
dent and vice-president by the People’s Consultative Assembly. Soeharto’s 
reelection is a foregone conclusion. He appoints half the Assembly’s mem- 
bers and controls the appointed military and elected Golkar fractions that 
make up 80% of the other half. Soeharto’s choice for vice-president, 
which may give some indication of the 66-year-old president’s succession 
plans, was the chief topic of political speculation at the end of the year. 
The Jakarta betting odds were on Golkar Chairman and State Secretary 
Sudharmono, who would be a stronger vice-president than any of his pred- 
ecessors, but no one pretended to know the president’s mind. 


Politics and the Economy 

Political revelations figured prominently in the economic news. In No- 
vember 1986, a remarkable series of articles in The Asian Wall Street Jour- 
nal by Steven Jones and Raphael Pura reported in detail the misuse of 
import licenses, state contracts, and other government regulations by 
members of Soeharto’s family and certain business associates.4 According 
to Jones and Pura, the first family has “a stake in almost every important 
commodity or service in the country,” including cold rolled sheet steel, an 
import monopoly valued at hundreds of millions of dollars per year; plas- 
tics raw materials, an import monopoly which earned $30 million in 1985 
for a family company; tin plate, supplied only by a Hasan monopoly; spot 
market oil trading, which “easily earns tens of millions of dollars” a year; 
LNG (liquefied natural gas) shipping; cement; insurance; milk; cooking 
oil; sugar; wheat; and a contract for a new telephone system valued at $1 
billion. 

The main economic problem, with monopolistic behavior on such a 
grand scale, at least in the short run, is the burden it imposes on down- 
stream manufacturers, especially of goods produced for export. For exam- 
ple, steel prices are 25%-45% above the world market, plastics raw 
materials sell at a 15%—-20% premium, and domestic tin cans cost 60% to 
70% more than imported ones. 

Favoritism toward family and friends has long been a concern of polit- 
ical observers, who see it as a principal source of Soeharto’s political 
strength (because it generates patronage funds) but also as a tragic flaw 
that may one day bring him down. To economists it has until recently 
seemed to be relatively small change in the context of the economy as a 
whole, a regrettable but perhaps necessary price to pay in return for gener- 


4, The Asian Wall Street Journal, November 24, 25, 26, 1986. 
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ally responsible macroeconomic policies. In the 1980s, however, the con- 
cern has been more evenly balanced. The reason is the steady—last year, 
precipitous—drop in the price of petroleum products, Indonesia’s most 
important earner of foreign exchange and source of budget revenues. In 
1986 oil and gas income, which at the time accounted for 70% of export 
earnings, fell by nearly half to just under $7 billion. State budget revenues 
for 1987-88, in dollar terms, were expected at the beginning of the fiscal 
year to be about 30% lower than the previous year. 

The government has responded to this loss of income in several ways, 
including hiring a foreign company to replace its corruption-ridden cus- 
toms service, liberalizing its banking system, improving its domestic tax- 
collecting apparatus, devaluing the rupiah, and seeking additional foreign 
loans and aid. Increasingly, however, a consensus is emerging that the key 
to future growth is the expansion of non-oil and gas exports, which in turn 
requires substantial deregulation of the country’s high-cost economy. This 
position is taken most strongly by the professional economists who are the 
president’s chief advisors on macroeconomic policy. The economists are 
supported by the World Bank, International Monetary Fund, and eco- 
nomic officials in the Western countries and Japan whose influence is in 
direct proportion to Indonesia’s need for assistance. 

The proliferation of import licenses and quotas, which began only in 
1983 but reached nearly 1,500 by early 1986,5 was initially accepted by the 
president’s economic advisors as a means of easing the balance of pay- 
ments pressure by reducing imports. As the crisis has deepened, however, 
these controls have increasingly been identified as the major obstacle to 
export promotion. In 1986 and 1987, in response to the economists’ pro- 
posals, several “packages” of trade reforms were adopted. According to 
the independent economic observer Mari Pangestu, “the reforms should be 
interpreted as the first step in a long restructuring process that will take 
time to implement.” There has been substantial progress affecting about 
50% of all imports, but “several sectors remain highly regulated, e.g., 
some pharmaceutical products, plastics, hides and leather, iron and steel, 
minerals and agriculture.’© In short, the president’s willingness to sacri- 
fice his own and his family’s interests is being tested, and so far the results 
are mixed. 

The political consequences of the economic downturn and the struggle 
over policy are difficult to evaluate. Golkar Chairman Sudharmono argues 
with some justification that the election victory proves that the voters do 


5. Mari Pangestu, “Survey of Recent Developments,” Bulletin of Indonesian Economic 
Studies, 23:1 (April 1987), p. 28. 
6. Ibid., pp. 34-35. 
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not blame the government for economic events beyond its control. It is 
also clear that the government has tried this year to cushion the political 
impact of the crisis through such measures as greater foreign borrowing 
and holding the line on budgetary expenditures for labor-intensive public 
works and rural development projects. 

The heart of the political puzzle, however, lies in the mild public reac- 
tion to Soeharto’s tolerance of the behavior of his children and associates, 
who are widely perceived to be using their political muscle to seize a bigger 
share of the smaller number of available business opportunities. The gla- 
cial pace and selectivity of trade reform, and even exposés like the Asian 
Wall Street Journal articles, generate much cynical gossip but apparently 
little politically mobilizable anger. Fear of the government is of course 
part of the explanation, but three other factors seem at least as important: 
belief that Soeharto, “like most Javanese fathers,” is unable to control his 
sons; a general perception that this is the twilight of the Soeharto presi- 
dency; and the absence of a preferred alternative. 

In the last half of 1987 much of the economic news was upbeat. The 
gross domestic product for 1986, once projected to be negative for the first 
time in New Order history, grew by 3.2% (the official figure) or 2.5% 
(according to private economists). The price of Indonesian oil was steady 
at over $18 per barrel, more than $3 higher than official budget projec- 
tions. Inflation was being held to 8%, about the same as last year. For- 
eign investment commitments were up, as were domestic tax collections. 
Plywood and rubber exports were 85% and 13% higher in value, and tex- 
tiles were also doing well. Perhaps most encouraging, exports of a range of 
manufactured goods such as furniture, shoes, toothpaste, and nails surged 
in the third quarter, leading to projections of an $8 billion non-oil and gas 
export performance for the year, up $1.5 billion from 1986.’ 

If it is true that bad times promote good policy and vice versa, as has 
often been said of New Order economics, these positive reports may signal 
a slowdown of the reform effort. On the other hand, the economists still 
had some high cards to play. From December 1986 to June 1987 capital 
flight, which reflects lack of confidence in the rupiah, cost Indonesia’s offi- 
cial reserves $1.5 billion. Interest rates, jacked up in midyear to stem fur- 
ther flight, are now the highest in the region. The deficit in the current 
account rose from $1.7 billion last year to $4.1 billion in 1987. Indonesia’s 
foreign debt, approaching $40 billion, is the largest in Asia, and its debt 
service ratio, which measures repayment obligations as a percentage of ex- 
port earnings, is nearly 40%, 10 points higher than a year ago. 


7. The Asian Wall Street Journal, 1 November 1987, p. 1, and 6-7 November, p. 1. 
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Foreign Policy 

There were no major developments in Indonesia’s foreign relations in 
1987. An initiative taken in July by Foreign Minister Mochtar Kusumaat- 
madja and his Vietnamese counterpart, Nguyen Co Thach, to bring to- 
gether opposed Kampuchean political groups was frustrated by Thai and 
Singaporean opposition. In September the government bowed to heavy 
American pressure to adopt a tougher copyright law to protect foreign 
works from piracy. In November a former Papua New Guinea cabinet 
minister admitted to having been given a $140,000 “campaign contribu- 
tion” by Indonesian Armed Forces Commander Gen. L. B. Murdani. If 
true (Murdani denied the story), the incident exemplifies the continuing 
struggle for control of foreign policy between the Departments of Defense 
and Foreign Affairs. 

A summit meeting of the heads of government of the six ASEAN na- 
tions (Brunei, Indonesia, Malaysia, the Philippines, Singapore, and Thai- 
land) was held in Manila on December 14~15 with a largely economic 
agenda. A presummit appeal by Philippine Foreign Secretary Raul Man- 
glapus for statements by other ASEAN members of collective responsibil- 
ity for the U.S. bases at Clark Field and Subic Bay sparked debate 
throughout the region, but not at the summit. 

In Jakarta, Jusuf Wanandi of the Centre for Strategic and International 
Studies grabbed headlines by calling for franker recognition of the impor- 
tance of the bases for Indonesian security. But Indonesia’s four-decades 
old policy of nonalignment and opposition to great power presence in 
Southeast Asia was unlikely to change. University of Indonesia foreign 
policy analyst Juwono Sudarsono, writing in Tempo, articulated the most 
common Indonesian view: “America should accept [Indonesian and 
ASEAN] concepts of national and regional resilience as cheaper, stronger, 
and more enduring alternatives to guaranteeing America’s strategic inter- 
ests than reliance on military bases as its ‘main pillar’ of military strat- 


egy.” 


8. “Tantangan Strategis ASEAN,” Tempo, 5 December 1987, p. 105. 





THAILAND IN 1987 


Semi-Successful Semi-Democracy 


Clark D. Neher 








Students of politics in Thailand who look for consis- 
tent, predictable analyses of Thai sociopolitical behavior are easily per- 
plexed. The conventional view of Thai politics is that all is well, the 
capacity of the government to cope is high, the future is bright for all 
segments of the nation, democracy is flourishing (at least compared to 
other developing nations), and the remarkable stability of the kingdom is 
constant. Those agreeing with this interpretation note the consistent and 
rapid economic growth, the manageable foreign debt, the end of commu- 
nist insurgency, and the extraordinary fact that no successful military coup 
d’etat has taken place in ten years. Prem Tinsulanond, beginning his 
eighth year as prime minister, has served longer than any previous demo- 
cratically elected leader. 

A contrary view has emerged among some Thai scholars and politicians 
who are raising fundamental questions about the Thai political system. In 
March 1987, in an extraordinary departure from his practice of staying 
above politics, King Bhumibol Adulyadej pronounced that Thailand’s 
brand of democracy was not working well because it was patterned on 
foreign models. He said that what Thailand really needs is a government 
that could make a concerted effort to help people. 

The Thai army commander-in-chief and a potential prime minister, 
General Chavalit Yongchaiyut, similarly observed that the question was 
not whether the government was to be democratic, but whether the gov- 
ernment was working for the benefit of the people. In a widely discussed 
speech, Chavalit stated that the constitution is secondary for achieving de- 
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mocracy. More important is whether the politicians are acting in honest 
or corrupt ways. For example, he argued that elections are not democratic 
when, as in Thailand, they are rife with vote buying and when the people’s 
needs are not met. Moreover, he criticized the members of parliament for 
putting self-interest before the national interest and devoting all their ener- 
gies to obtaining cabinet portfolios. He was particularly scathing in his 
criticism of political parties, which he referred to as business concerns run 
by merchants. 

The army commander’s comments were an ironical reflection of the mil- 
itary in the role of critic and promoter of “democracy,” although a more 
cynical interpretation suggests that his comments reflect the military’s de- 
sire to discredit political parties as alternative sources of legitimacy and 
succession to the position of prime minister. Chai-Anan Samudavanija, 
Thailand’s most renowned political scientist, wrote that Thai political par- 
ties have not gone far in performing even the minimum functions of mobil- 
izing support from people at the grass roots. He criticized parties as 
reflecting elite self-interests rather than those of the people they are sup- 
posed to represent. Most scholars similarly view interest groups as under- 
developed and incapable of mobilizing and aggregating the interests of the 
people. Chai-Anan concludes that this institutional weakness has been 
part of a vicious cycle in which poorly developed participatory institutions 
have produced political ineffectiveness, fragmentation, and conflict that 
has hampered the development of democratic institutions. 

The most pessimistic critique of Thai politics came from the nation’s 
most interesting politician, General Chamlong Srimuang, the governor of 
Bangkok. The ascetic and reputedly incorruptible governor, himself a po- 
tential prime minister, complained that Thai politics has reached an im- 
passe where everyone seems to have lost the will to do anything. His 
indirect criticism of Prime Minister Prem paralleled that of the majority of 
Thai who view the present situation as the “politics of boredom.” 
Chamlong’s remarks were of special interest because of a Chulalongkorn 
University survey which named him the preferred prime minister of some 
30% of the respondents, while Prem himself was named by only 13%. 

Thus, on the one hand, politics in Thailand is viewed as successful, prag- 
matic, balanced among the principal forces, stable, and capable of coping 
with the needs of the people. On the other hand, Thai politics is portrayed 
as self-serving, corrupt, cumbersome, inappropriate for the kingdom, and 
ultimately unable to solve the fundamental problems of poverty, too rapid 
urbanization, and inequitable economic development. Both positions can 
easily be substantiated by a selective use of the evidence. 
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PATIWAT 

In early 1987 a series of events occurred that in retrospect seem more bi- 
zarre than significant. For several months General Chavalit had set forth 
his view of patiwat, a concept variously defined as revolution, coup d'etat, 
reform, and peaceful change. Chavalit used the term when discussing his 
vague notions of a better and more just society. The concept became con- 
troversial when a National Revolutionary Council (Sapa Patiwat—NRC) 
was formed to extol the virtues of General Chavalit’s patiwat. 

The origins and organizers of the NRC are still not clear since most 
politicians, including Chavalit, denied any involvement in the council. A 
two-day meeting on April 28-29 in Bangkok, attended by over 1,000 busi- 
nessmen, labor activists, elderly rural villagers, former politicians, and mil- 
itary figures, included speeches attacking members of Parliament and 
calling for peaceful revolution led by General Chavalit. Speculation about 
the organizing of the council focused on members of the disbanded Demo- 
cratic Soldiers, who had been involved in previous coup attempts; military 
ideologues in the Internal Security Operation Command (ISOC), Thai- 
land’s military counterinsurgency organization; and former Communist 
party leaders who have defected and become professional antiinsurgency 
specialists. There was no evidence that the military establishment en- 
couraged the council, although journalists speculated that Chavalit’s close 
relationship to many of the organizers was tantamount to his tacit en- 
dorsement. 

The emergence of the council and the consequent headlines and rumors 
complicated an already difficult period for Generai Chavalit. In addition 
to his controversial patiwat remarks, Chavalit had orchestrated changes in 
the structure of the ISOC, which was to be chaired by Prime Minister 
Prem. On April 1 at Chulalongkorn University’s prestigious Institute of 
Security and International Studies, the highly respected former Prime 
Minister Kukrit Pramoj criticized Chavalit for having been “brain- 
washed,” and for setting up an ISOC “politburo” infiltrated by commu- 
nists. Kukrit implied that Chavalit wanted to head a “revolution” based 
on a communist model, while retaining the King as head of state. Kukrit’s 
remarks caused a storm of criticism and demonstrations against him by 
250 Rangers, an army paramilitary unit established by Chavalit. The 
Ranger demonstration in front of Kukrit’s house, in turn, angered academ- 
ics and politicians, who protested that the military was not an untouchable 
institution and that military leaders did not understand free speech rights. 
To defuse the tension, Kukrit denied that he had called Chavalit a commu- 
nist and indicated he would be more discreet in future speeches. Neverthe- 
less, 400 army leaders marched to Chavalit’s house to show their support 


THAILAND 195 


and to warn “ill-intentioned” groups that the military policy of restraint 
might have to end. 

Initially, journalists and politicians believed the council was the forerun- 
ner of an assembly that would take the place of the elected Parliament 
following a coup to be led by Chavalit. The negative reaction from senior 
military officers and politicians to the meeting and to the possibility of a 
coup may have caused Chavalit to disavow involvement in order to retain 
his positive image. That image, however, was stained by the National Rev- 
olutionary Council speakers’ use of his name to lend weight to the credibil- 
ity of their movement. After the April meeting, little was heard of the 
NRC during the rest of the year, and Chavalit did not again refer to pa- 
tiwat. 


THE MILITARY 

In 1987 the military contained its traditional dominance of Thai politics. 
Although the constitutionally legitimated political institutions were in 
place, the military remained the most influential actor in Thailand’s semi- 
democracy. Prime Minister Prem, a retired general, continued to owe his 
position to the military and to rely on military officers for policy advice. 
The appointed upper house of the Parliament was overwhelmingly mili- 
tary, several of the major political parties were military dominated, and 
General Chavalit was the behind-the-scenes architect of the ruling coali- 
tion. 

When Chavalit was appointed army commander-in-chief following the 
ouster of General Arthit Kamlang-ek in 1986, analysts of Thai politics 
predicted he would reduce the military’s political role. Indeed, he pro- 
claimed that he would keep the military out of politics. However, like his 
predecessors, Chavalit became immersed in every aspect of political life 
and was the principal spokesman for reform and change in the Thai polit- 
ical system. He put forward amendments to the constitution designed to 
strengthen the role of the military and restructured ISOC to allow it to 
become responsible for formulating and initiating socioeconomic reforms 
in the kingdom. 

In the tradition of Prime Minister Sarit Thanarat in the early 1960s, 
Chavalit involved the military in rural development projects deemed im- 
portant for national security. Because Thailand is neither under threat 
from external powers nor from internal insurgency, the Thai military has 
needed to find a new rationale and justification for its large budgets and 
central role in politics. “Development” has become that new basis. More- 
over, the military’s participation in rural development programs assures a 
degree of control over local officials who are dependent on the military for 
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needed resources, and its development role provides the basis for political 
patronage, which is at the heart of Thai politics. The military’s most am- 
bitious development project was originally the idea of King Bhumibol, 
who was concerned with the conditions responsible for much of the pov- 
erty in the Northeast provinces. The Make Northeast Green (Isaan 
Khiaw) plan includes major irrigation projects and a doubling of the de- 
pleted forest for the impoverished Northeast, home of one-third of Thai- 
land’s population. With its unique access to manpower and technology, 
the military has taken on a coordinating role with General Chavalit as 
leader. The success of the plan would provide the military, and Chavalit 
in particular, immense prestige and would legitimate the military’s new 
role as chief developer of the kingdom. 

The military’s prestige was shaken early in the year with accounts of an 
unsuccessful battle between Thai and Vietnamese troops at Chong Bok 
pass near Thailand’s border with Laos and Cambodia. While military 
spokesmen claimed that 70 Thai soldiers were killed attempting to dis- 
lodge Vietnamese troops from a hilly area inside Thai borders, foreign ana- 
lysts and Thai politicians claimed as many as 200 soldiers died.! The 
Chong Bok pass, which has been controlled by Cambodian resistance 
groups, was under siege by Vietnamese forces attempting to undercut the 
rebel forces. The Thai attempt to oust the Vietnamese ended in failure and 
a forced withdrawal. Although as commander-in-chief, General Chavalit 
had to accept responsibility for the campaign, confused information lim- 
ited the damage to his reputation as protector of the country. 

As throughout the previous decade, the year 1987 included numerous 
disputes and skirmishes on the borders between Thailand and Cambodia 
and between Thailand and Laos. More than 250,000 Cambodians live in 
camps run by the three rebel groups that oppose the Vietnamese-domi- 
nated government of Cambodia. The Thais refuse to assimilate the rebels 
and refugees on the border because of their fear they will engage in insur- 
gency. 

For many years in Thailand, the annual October reshuffle of military 
leaders was a time of tension as the factions vied for top positions. In 
recent years the tension has lessened, as the reshuffle has featured con- 
tinuity, balance, and support of Prem. Such was the case in 1987, when 
the official announcement showed that supporters of Prem and Chavalit 
were rewarded with promotions while supporters of former army com- 
mander-in-chief Arthit were sidelined. Named to the deputy commander- 
in-chief position was General Wanchai Ruangtrakul, a close confidant of 
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protest, the government was able to survive because the opposition failed 
to turn “milk politics” into an organized movement. 

The violation of basic human rights was also an important issue in 1987, 
with a candid Amnesty International report pointing out specific cases. 
Harihar Birahi was arrested for publishing an interview with Yogi Narhari 
Nath, who combines the credentials of an historian, intellectual, a political 
agitator, and a yogi (saint). This time the yogi poured his wrath on the 
worsening state of affairs in the country and urged King Birendra to firmly 
resolve the crisis facing the nation. Ironically, the editor was arrested and 
the registration of the paper canceled for publishing the interview." 

Meanwhile, Nepali political circles and the local press were replete with 
unauthorized reports of a series of meetings being held in the Royal Palace 
to ascertain the views of politicians on the prevailing situation in the coun- 
try. Former prime ministers, former chairmen of the National Panchayat 
and the Back-to-Village National Campaign, and members of the PPEC 
were the participants. Reportedly, they discussed the possible implications 
of granting more power to the PPEC for reinforcing the partyless nature of 
the political system. According to some accounts, most of the partici- 
pants, particularly the senior panchas, were averse to vesting the PPEC 
with such power—once enjoyed by a one-party-like institution, the Back- 
to-Village National Campaign. In the opinion of observers, the meetings 
were inconclusive in this regard. NC leaders apparently were expecting a 
kind of modus vivendi in which their offer of a national reconciliation with 
the king could be accommodated. Since that was not possible, the NC 
leadership seemed to be concerned with developing other strategies for the 
future role of the party. The need to do so was stated repeatedly by the 
NC leader, Ganesh Man Singh, while addressing party workers in various 
districts in November. He felt that the NC had been betrayed by the 
panchayat side, forcing the party to adopt a new course for the future.® 


Foreign Policy 
Foreign policy was in high gear in 1987. At the bilateral level, relations 
were activated through a flurry of visits by both the Nepali king and queen 
and by foreign dignitaries. Nicolae Ceausescu of Rumania visited Nepal in 
March and supported the zone of peace proposal put forth by King Biren- 
dra in February 1975. A Letter of Understanding was also signed for pro- 
moting and diversifying bilateral trade. West German Chancellor Helmut 
Kohl, accompanied by his wife, visited Nepal in July and expressed satis- 
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faction over his wide-ranging discussion with King Birendra on bilateral 
relations. The Federal Republic’s economic assistance to Nepal has been 
substantial, centering mainly on agriculture, a hydroelectric project, and 
urban development. During 1986-87, the FRG provided technical assist- 
ance worth DM28 million, and financial assistance amounting to DM45 
million, in addition to assistance channeled through international agencies 
such as the EEC, UNDP, and the World Bank.” Royal guests were King 
Juan Carlos and Queen Sofia of Spain, who visited Kathmandu in Novem- 
ber. Nepal attached great significance to the visit by a royal couple. 

King Birendra and Queen Aiswarya arrived in Beijing on September 14 
for a four-day visit to China. The visit appeared to be businesslike and 
included a 45-minute meeting with Deng Xiaoping. It was believed in 
Kathmanduw’s political circles that the king wanted to dispel China’s mis- 
givings, if any, vis-a-vis Nepal’s political balance between China and India. 
He presumably was also interested in getting Chinese support for Nepal as 
a candidate for one of the nonpermanent seats on the U.N. Security Coun- 
cil, which was falling vacant for 1988-89. During the visit, an agreement 
was signed for grant assistance of 54 million yuan (NRs297 million) to 
finance the construction of an international convention center in Kath- 
mandu as well as additional work on the Chinese-aided irrigation and 
water conservation project at Pokhara in western Nepal. Meanwhile, 
there was a report in the Indian press that China won a contract from 
Nepal for construction of a road in the western sector, but this was neither 
confirmed nor denied by the Nepali government. 

Nepal’s southern neighbor, India, continued to dominate the national 
headlines, not an unusual situation due to the close interaction between the 
two peoples. Sometimes, however, Nepal’s own independent approach to 
international issues arouses Indian sensitivity. India’s unilateral action in 
air dropping relief supplies to the beleaguered Tamils in the Jaffna Penin- 
sula in Sri Lanka was condemned by Nepal, while at the same time it 
understood India’s desire to help the Sri Lankan Tamils on humanitarian 
grounds.® Subsequently, however, there was a marked change in Nepal’s 
stand on the Sri Lankan problem as Kathmandu welcomed the Indo-Sri 
Lankan accord of July 29, recognizing India’s security role in Sri Lanka.? 


7. Rising Nepal, July 12, 1987. 

8. Ibid, June 6, 1987. 

9, The Indo-Sri Lankan accord contains certain security aspects as India not only took 
responsibility for maintaining Sri Lanka’s territorial integrity and national unity, but also got 
guarantees from Colombo that Sri Lanka would not permit any other external power to use 
its territory against the security interest of India. See The Hindu (New Delhi), July 30, 1987. 
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Chavalit and his probable successor when Chavalit retires (as promised) in 
a year. 

Despite the embarrassment stemming from the patiwat controversy and 
the Chong Bok debacle, General Chavalit remained the second most influ- 
ential leader in Thailand in 1987, overshadowed only by Prem. His decla- 
ration that he would retire in 1988, five years before mandatory retirement, 
raised speculation that next year he would be named defense minister in 
preparation for his bid to be prime minister when Prem steps down. 


THE COALITION GOVERNMENT 

In July 1986 the Thai people elected a new Parliament, resulting in a coali- 
tion cabinet. With each passing month the coalition’s repute among the 
populace has decreased because of squabbling among the coalition part- 
ners and, in particular, within the leading Democrat party. The adminis- 
tration has governed without strong leadership and clear goals. Although 
the ruling coalition has overcome votes of no-confidence and is essentially 
intact, the record of achievements is weak. Most analysts lay the blame for 
the malaise on Prem himself. The highly respected political scientist 
Sukhumbhand Paribatra wrote that in the Thai political system govern- 
ments are as good as prime ministers allow them to be, and Prem must 
bear responsibility for the deterioration of his cabinet’s performance and 
public standing. He charged that Prem was concerned with self-survival, 
was distrustful of democratic practices (Prem has never run for any office 
in an election), and stayed aloof from major political problems.’ 

The Democrats were unable to unite after the election when party leader 
Bhichai Rattakul negotiated cabinet slots. All of the party’s sixteen posts 
went to close associates of Bhichai, shutting out candidates from other 
factions within the party. The members of a breakaway faction (known as 
the January 10 Group), who initially consisted of about 45 of the party’s 
100 MPs, have continually threatened to withdraw from the coalition. 
Prem promised the January 10 Group that he would include Group mem- 
bers in a new cabinet. However, because he did not want to bring about 
any crises or instability stemming from cabinet changes on the eve of the 
King’s 60th birthday celebration on December 5, he postponed the reshuf- 
fle until early 1988. Feeling betrayed by the postponement, the dissident 
faction at year’s end refused to support government-sponsored bills in or- 
der to destabilize Prem’s administration. 

One of these contested bills concerned legislation designed to meet 
American demands for copyright protection of American intellectual 


2. FEER, 4 June 1987, p. 44. 
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property in Thailand. The bill was especially contentious because of al- 
leged U.S. pressure on the Thai government. Opposition forces, appealing 
to anti-American sentiment, spoke against unwarranted American involve- 
ment in Thai affairs. Progovernment spokesmen expressed concern that 
the United States might terminate its system of trade preferences for Thai 
exports if the bill was not passed. Although final action was postponed 
until early 1988, the coalition barely survived the bill’s first reading. 

The Democrats’ internecine warfare was one of many embarrassments 
that was eroding the popularity of the administration. Prem was the target 
of almost daily attacks by Kukrit, the former prime minister, charges of 
graft against cabinet members were constant throughout the year, 
although none led to convictions. The deputy interior minister, Veera 
Musigapong, was found by the Appeals Court to have committed lese 
majeste and was sentenced to six years in prison. During a campaign 
speech for the 1986 parliamentary elections, Minister Veera had said that 
if he could choose, he would like to be born a prince in the Grand Palace. 
Although he did not speak directly about the king, the court found him 
guilty of slander. Veera’s appeal to the Supreme Court had not been acted 
on by the end of the year. 

The government’s reputation was also hurt when the coalition finessed a 
planned no-confidence vote. The opposition parties aborted a debate 
against Prem’s cabinet when, at the last moment and after discussions with 
high level military leaders, fifteen opposition MPs withdrew their names 
from the no-confidence motion, leaving the opposition one vote short of 
the number needed to force a debate. Again, charges of bribery of the 
fifteen were leveled against the Prem government and the military was crit- 
icized for pressuring MPs to support Prem, but the matter was soon 
dropped. 

Prem managed to get his $9.7 billion budget passed by the legislature 
and to delay major cabinet changes until after the king’s birthday celebra- 
tion. He stated that he planned to reshuffle the cabinet and stay on as 
prime minister until the next scheduled elections in 1990. Remaining in 
office would mean that he could either continue “business as usual” with 
the disadvantages of lame duck status, or launch major (and perhaps con- 
troversial) reform programs to solve the problems of rural poverty and 
unemployment. The latter possibility does not appear to be consistent 
with his conservatism. 

Some politicians expected Prem would step down in mid-1988 after the 
celebrations in honor of King Bhumibol’s becoming Thailand’s longest 
ruling monarch. This would provide a graceful exit and open the premier- 
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ship to Chavalit, but the latter’s difficulties with patiwat and the Chong 
Bok pass make this option less certain. 

Prem’s third option was to dissolve parliament shortly after the king’s 
birthday celebration in December and call a new election. He would then 
be well placed to lead a new coalition, unsullied by the problems besetting 
the present administration. The refusal of the January 10 Group to sup- 
port administration bills made this option more likely. However, it could 
be risky for Prem because of the steady decrease in his popularity, the 
renewal of criticism toward him if he refuses to run for a parliamentary 
seat, and the possibility that an unknown civilian or military leader might 
arise. One variation of this option was for Prem to form a political party 
in conjunction with the popular Governor Chamlong of Bangkok and run 
for a parliamentary seat. 


THE ROYAL FAMILY 
The pomp and ceremony surrounding the king’s 60th birthday was spec- 
tacular, befitting the nation’s veneration for their monarch who has 
reigned 41 years. Millions of Thais viewed the magnificent pageantry in- 
cluding the launching of the royal barges down the Chao Phraya River. 
The occasion was especially moving since it marked the completion of the 
king’s fifth cycle, five times around the 12 animal signs of the Asian zo- 
diac. The king was born in Cambridge, Massachusetts, in the year of the 
rabbit. 

' Throughout the year rumors were heard by many Thais that the king 
would soon abdicate in favor of his son, Crown Prince Maha 
Vajiralongkorn, who took on many of the king’s ceremonial obligations. 
As commander of the Royal Guards Regiment, the 35-year-old prince vis- 
ited farmers and urban workers and presided over the opening of busi- 
nesses. In a widely praised and publicized state visit, he represented the 
king in China. 

In a major cause celebre in Japan, where the prince traveled to honor 
the centennial of the establishment of diplomatic relations between Japan 
and Thailand, the prince was allegedly insulted. The most appalling of 
several incidents, from the viewpoint of the Thais, occurred when the Jap- 
anese chauffeur assigned to the prince pulled the royal limousine to the 
side of the road and got out to relieve himself. The incidents led to mass 
demonstrations outside the Japanese embassy in Thailand. Thai officials 
who attempted to resolve the problem were furious that the Japanese 
treated their protests disdainfully. For many Thais who read about the 
incidents in headline stories, the slight against the prince raised latent fears 
and concerns about Japanese economic influence throughout the kingdom. 
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Because of the universal reverence the Thais accord their king, rumors 
of abdication were greeted with apprehension. The king’s many accom- 
plishments, his steadfastness, exemplary life, and his role as symbol of all 
that is great in Thailand have made it difficult to imagine a successor. 
Moreover, many Thais are disturbed by the private life and values of the 
prince. His single-minded interest and involvement in military matters, 
his separation from his major wife (by whom he has a daughter), and a 
present relationship with a former movie star (by whom he has four sons 
and one daughter) have raised questions about his dedication to the ideals 
of a royal personage and his resolve about promoting the kingdom’s best 
interests. Because the subject is sensitive, these matters are discussed only 
in private. 


THE ECONOMY 

For over a decade, Thailand’s steady economic growth has made it a 
model for other Third World nations. In 1987 again, the major economic 
indicators were positive. The decline in world oil prices reduced the trade 
deficit by about $1 billion, a 40% drop, and economic growth for the year 
reached almost 7% (with only 2% inflation), the same growth rate as in 
South Korea and Taiwan, two nations consistently ranked at the top. And 
the nation’s economy continued to diversify. Manufacturing contributed 
21% of the country’s gross domestic product, up from 16% in 1970. In 
that same period, agriculture’s share declined from 30% to 22%. A de- 
cline in interest rates from over 14% in 1985 to 7.25% in 1987 led to a rise 
in construction projects. Applications for foreign investment tripled com- 
pared to the previous year, while exports increased 20%. 

Despite these positive indicators, the rural-urban gap remained wide. 
Agriculture, which employs over 60% of the population, was the one trou- 
bled area of the economy. Growth in agricultural output has averaged 
only 2% in the past five years. Irrigation infrastructure remained incom- 
plete and deforestation caused severe erosion of farmland. There is not yet 
sufficient data to determine the impact of U.S. protectionist trade legisla- 
tion that subsidized sales of rice and other products at below-market 
prices, although Thai officials reported that such sales seriously under- 
mined Thai farmers. 

Thailand’s sixth Five Year Plan placed equitable growth as the top pri- 
ority for the country and emphasized the need to maintain a balance be- 
tween agriculture, industry, and services. The plan stressed agricultural 
diversification and agroindustries, especially production of foods for ex- 
port. 
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SEMI-DEMOCRATIC GOVERNMENT 

The semi-democratic government of Thailand is dominated by the mili- 
tary, top level bureaucrats, members of the parliament, and the monarchy. 
The prime minister is elected by a coalition of parties, and major ministries 
_ are given to retired military figures, famous politicians, or high-level bu- 
reaucrats. There is an increasing number of pressure groups, including 
business organizations, that influence policy making. But it is the military 
that continues to play the most important role in determining the direction 
of Thai politics. Hence, the term “‘semi-democracy.” 

Because semi-democracy involves the participation of most groups 
within the society, the political system is accepted as legitimate by the rul- 
ers and ruled. Thais do not feel oppressed by their government leaders and 
(with rare exceptions) civil liberties are protected. In 1987 Thailand’s con- 
tinuing capacity to cope with changing demands and to assert its own 
destiny, free from menacing internal and external forces, remained intact. 





SINGAPORE IN 1987 
Setting a New Agenda 


Lee Lai To 








Singapore started 1987 with a reshuffled cabinet, effec- 
tive January 1, of the People’s Action Party (PAP) government. Several 
new entrants in the 1984 general elections were given more exposure at the 
grassroots level in 1987, and other senior members of the successor genera- 
tion were also seen working in the front line as required. As always, the 
stature of Prime Minister Lee Kuan Yew loomed large behind the scenes, 
but under his tutelage, younger leaders of the PAP took up the task of 
mapping out a blueprint for the future. In the course of setting the new 
agenda, the PAP leadership had to tackle a number of sensitive issues that 
cropped up by chance or design, holding wider implications for Singa- 
pore’s domestic affairs and foreign relations. Steps also were taken by the 
government to perpetuate the economic measures introduced since 1986 to 
consolidate the economy as it eased out of the recession in 1987. 


The Domestic Scene 

Speculation was widespread throughout the year that if Prime Minister 
Lee steps down in 1988 according to his announced intention, he would 
then become Singapore’s head of state. Lee himself was noncommittal on 
whether he wanted to be president, saying only that he would not rule out 
the possibility. Pressed as to when he would make up his mind, he said 
“probably next year. (1988).”! Constitutional amendments to permit elec- 
tion of a president by the people (rather than the Parliament) have been 
under study for some time, but no details have been announced. While 
Lee’s future plans are of great interest and significance to Singapore, the 
elected-president proposal obviously carries much wider implications for 
the state. 


,"«,€ Lee Lai To is Senior Lecturer in the Department of Political 
Science, National University of Singapore. 


© 1988 by The Regents of the University of California 
1. Straits Times (ST) June 14, 1987. 


202 


BANGLADESH 17] 


sition political parties observed Aartals and strikes throughout the year, 
demanding the resignation of President Ershad and leading to the procla- 
mation of emergency. Closely related to the dynamics of the domestic 
political situation was the downward trend in the state of economic affairs. 
The journey to a stable democratic polity is still a remote vision to which 
_the nation eagerly looks forward. Once John F. Kennedy said, “let us 
never negotiate out of fear but let us never fear to negotiate.” An emphasis 
on “negotiations” is perhaps essential for resolving the deadlocked situa- 
tion in the politics of Bangladesh in 1987. 





NEPAL IN 1987 
Politics Without Power 


Lok Raj Baral 





Politically, the year 1987 in Nepal remained as incon- 
sequential as the preceding year, except in one important respect: apathy 
and disappointment overwhelmed the various opposition groups and the 
panchas. The policy of “national reconciliation,” which had been pursued 
by the outlawed Nepali Congress Party (NC) ever since the return in 1976 
of B.P. Koirala, Ganesh Man Singh, and other NC members from their 
self-imposed exile in India, had not evoked an adequate response from the 
Palace. Nor were the occasional overtures or gestures by the government 
up to expectations. The NC’s claim that it was the only alternative to the 
partyless Panchayat System patronized by an active royal leadership for 
over two decades was forfeited by its poor showing in the 1987 local 
panchayat elections. This was not attributed to an erosion of ideological 
appeal of a democratic organization or to lack of support, but to the strate- 
gic dilemma facing the NC leadership. Its reluctant decision to participate 
in the local panchayat elections—considering them nonpolitical develop- 
mental units—obviously was taken under pressure from workers who were 
impatient with the party’s inaction. But this proved costly for the party. 
Its decision to boycott the 1986 elections for the National Panchayat (NP) 
and its volte-face on the local elections was criticized as lacking vision and 
strategy. 

Though elated at their electoral victories in some areas, the leftist 
groups, as before, were in total disarray. Their oppositional activities were 
confined to statements, interviews, and other forms of propaganda, and 
they could not achieve organizational backing or unity for any action. 
Some members of the National Panchayat (parliament) who are branded 
as leftist reaffirmed their faith in a multiparty system. Most left groups 
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abstained from the panchayat elections, maintaining that these were noth- 
ing more than an exercise in futility. 

The panchayat political system, which had been expected to consolidate 
the spirit of the 1981 referendum, came under sharp criticism for the 
steady erosion of such spirit in recent years. During the 1987 session of 
the NP, many members expressed concern over the diminished impact of 
the legislature. They complained that the executive branch paid little at- 
tention to legislative input, causing anxiety and frustration among the NP 
members who are elected on an individual basis. 


Local Elections: Politics Without Power 

In February the NC leader, Ganesh Man Singh, categorically stated that 
his party was not going to “participate in any panchayat elections,” as 
almost all the twelve regional NC conferences, held to ascertain the opin- 
ion of party workers, had decided to abstain.! Subsequently, however, all 
the NC leaders presented a rationale for joining in the local elections, argu- 
ing that participation would not mean an acceptance of the partyless sys- 
tem because of the developmental nature of local units. Singh asserted 
that holding the local elections was yet another revolutionary step for at- 
taining democracy in the country, and that the NC was out to “capture the 
outposts of the Panchayat System,” implying that the party was trying to 
develop direct links with these local panchayats.2 

The NC’s decision to participate in the local elections triggered two re- 
actions. Some considered it a bold and pragmatic approach designed to 
influence the course of Nepali politics and without which the party could 
not continue as a viable democratic organization. Others, who did not like 
the decision, interpreted it as an abject surrender to the system. A local 
newspaper commented: “The Nepali Congress’s decision to permit its 
workers to contest the local panchayat elections means nothing but an end 
of its opposition or resistance to the Panchayat System”.? The claim of the 
acting president, Krishna Prasad Bhattarai, that his party would wrest 
control of at least 23 of the 33 town panchayats was proved wrong when 
the results came in. Pitted against heavy odds, the party’s poor perform- 
ance was anticipated by political observers. As the local panchayat elec- 
tions were a minor affair and less political in nature, the NC construed it 
as a way to politicize the electorate. 


1. Daily Diary Weekly (Kathmandu), February 10, 1987. 
2. Deshantar Weekly, February 22, 1987. 
3. Nepal Times, February 23, 1987. 
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Some left-oriented candidates, who called themselves “pro-people,” did 
relatively better in some prestigious town panchayats and village 
panchayats, thus encouraging the left parties to challenge the NC’s claim 
of being the alternative to the existing system. Several anti-NC newspa- 
pers termed it an explosion of the congress myth.* 

The election results were disturbing to the panchayat camp as well. 
Many senior panchas criticized the Panchayat Policy and Evaluation 
Committee (PPEC), a constitutional organ created for conducting (party- 
less) panchayat politics, for splitting the panchas and enhancing the pros- 
pect of opposition candidates. Even though some members from various 
political backgrounds raised their voices for reviving a multiparty system 
in view of the changed political context in the country, a trend toward 
depoliticization of the national legislature was discernible during the NP’s 
1987 session. While the opposition politics of the outlawed parties faded 
due to their own weaknesses and strategies, the panchayat camp was also 
beset by despondency and apathy. 

The year under review could be called a year of scandals, crimes, and 
underground gangs (Giroha). Some top ranking police and army officers, 
businessmen, and a member of the National Panchzyat were arrested for 
their involvement in various criminal activities—smuggling, kickbacks, at- 
tempted murder, etc. One case concerned the attempted murder of Padam 
Thakurathi, guest editor of a local weekly, Bimarsha (now Nepali Awaz), 
who had been exposing the Giroha and its blatant interference in political 
affairs. Consequently, NP member Bhim Prasad Gouchan, Army Colonel 
Bharat Gurung, and accomplices were found guilty on some charges. 
However, the much publicized and criticized political interference of the 
Giroha could not be directly exposed. 

Another notable event of the year was the “milk politics” issue that 
rocked the capital, pushing the panchayat government to the brink. A 
report was circulated that milk powder imported from Poland by the 
Dairy Development Corporation (DDC) had been contaminated by radia- 
tion from the Chernobyl nuclear disaster in the Soviet Union. Feeling the 
political heat, the Ministry of Agriculture canceled all licenses for the im- 
portation of milk powder, and it also banned imports from Poland and 
other countries that were suspected of having been affected by nuclear ra- 
diation. Taking the issue as an opportunity, most opposition elements in 
both the panchayat and non-panchayat camps harassed the government 
for its bungling in importing contaminated milk powder. Although most 
people boycotted DDC milk for months, making it a kind of silent mass 
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“Team MP” and Town Councils 
Proposed amendments to the constitution and the Parliamentary Elections 
Act to change the electoral system were introduced in Parliament toward 
the end of 1987. Dubbed the “Team MP” concept, the proposal is an 
effort by the PAP government to institutionalize the practice of multiracial 
politics in Singapore, and it grew out of concern for minorities, particu- 
larly the Malays, who might not be represented adequately in Parliament. 
Under Team MP, candidates would stand for election in teams of three, 
with minority candidates on the same slate as Chinese candidates, and the 
electorate would be asked to vote for a team instead of an individual in 
selected constituencies. As elaborated by Deputy Prime Minister Goh 
Chok Tong when the two Team MP bills were introduced in Parliament, 
the president could declare certain constituencies to be Group Representa- 
tion Constituencies (GRCs), each represented by three MPs. He explained 
that the number of MPs from such constituencies would not be more than 
half of the total number elected in a general election, leaving the rest to 
continue to represent single-member constituencies.” 

The PAP hoped that the change would force Singaporeans to think a 
little more carefully before they cast their votes as they would have to live 
with three and not just one MP. The poor performance of some of the 
PAP’s minority candidates in the 1984 election was probably also a factor 
in deciding that something had to be done, and Team MP would be a way 
to get minority candidates voted into Parliament on the coattails of others. 
However, it remains to be seen if minorities in Singapore will react favora- 
bly to the scheme. Chiam See Tong, for one, the long-time opposition MP 
of the Singapore Democratic Party (SDP), charged that the Team MP sys- 
tem would raise people’s consciousness of race and enshrine racialism. But 
he noted that the system might work to the advantage of the opposition.? 

Another major move to change the structure of the political system was 
the proposed introduction of town councils. Three councils were set up in 
Ang Mo Kio, the largest of the new towns, in September 1986 as a pilot 
project scheduled to last six months but extended until August 1987 for 
fuller testing. The idea behind town councils was to devolve more power 
to citizens in the running of their housing estates. It was also argued that 
town councils were more efficient and flexible in dealing with problems in 
public housing. By the end of 1987, Deputy PM Goh announced that the 
government would introduce legislation to establish the town councils in 


2. For details, see ST, December I, 1987. 
3. ST, December 6, 1987. 
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early 1988, and information and experiences from the pilot project were 
disseminated to selected groups. 

While the proposed legislation will probably encourage more citizen 
participation in the running of the public housing estates in which more 
than 80% of the people of Singapore live, it is likely that town councils 
will duplicate functions performed by other grass roots organizations, at 
least to a certain extent. On the other hand, as the running of the estates 
by the Housing and Development Board (HDB) becomes more and more 
cumbersome, it is natural that there may be more bureaucracy and less 
efficiency in coping with housing problems. Logically, new organizations 
have to be created; besides, estate residents want to have a say in improv- 
ing their living environment. 


The Teh Cheang Wan Affair 

For years Singapore has prided itself on its honest government, thus it was 
shocking and unusual when a senior member of the cabinet, National De- 
velopment Minister Teh Cheang Wan, was ordered investigated for cor- 
ruption. Open investigations were approved by the prime minister in 
November 1986 and the papers sent to the Attorney-General on December 
11, but Teh committed suicide on December 14. Although the Attorney- 
General could not proceed with the charges, there was subsequently an 
inquiry as a result of the allegation of Chiam See Tong, the opposition MP, 
that there were many unanswered questions regarding the whole episode. 
The findings of the Commission of Inquiry were handed to the president in 
December 1987, but had not been made public by the end of the year. 
Although the Teh affair was embarrassing to the PAP government, it 
demonstrated the government’s determination to uphold its standards of 
honesty by showing that nobody——not even senior ministers—was above 
investigation for graft. 


The “Marxist Conspiracy”’ 
Ever since the triumph of the noncommunists over the communists in the 
PAP in the 1960s, Singapore’s security, under the constant surveillance of 
its security forces, has not been much disturbed by the leftists. With eco- 
nomic advancement and 80% of the population from the middle class, it 
was surprising for Singaporeans to learn that the government had detained 
without trial under the Internal Security Act (ISA) 22 English-educated 
activists in two batches in May and June 1987. They allegedly had taken 
part in a Marxist conspiracy, masterminded by Tan Wah Piow, a former 
student agitator in exile, to subvert Singapore and establish a Communist 
state. Deputy PM Goh admitted that it was a tough and unpleasant deci- 
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sion to detain people under the ISA, but he maintained that Singapore 
could not take chances with its security and had to take preventive meas- 
ures to nip in the bud the activities of the “Marxists”. To convince Sin- 
gaporeans that the right decision had been made and that the government 
was not using ISA to stifle dissent, a public relations campaign was con- 
ducted to emphasize that a Marxist conspiracy had been organized by the 
activists. 

All detainees were accused of knowing Catholic Church social worker 
Vincent Cheng, who in turn was alleged to be receiving orders from Tan 
Wah Piow to organize a network of young people who were inclined to- 
ward Marxism, with the objective of capturing political power after Lee 
Kuan Yew was no longer prime minister. It was alleged that the detainees 
had infiltrated the opposition Workers’ Party (WP), politicized the Law 
Society, and worked with a theatre group known as Third Stage. Opposi- 
tion MP Chiam See Tong argued that the detainees were no threat to Sin- 
gapore but merely idealistic young people whose real “crime” was to 
oppose the government, and that they should be released immediately. 
There was also strong criticism from abroad. While the criticism did not 
seem to change significantly the stand of the Singapore government, six- 
teen of the detainees were released within four months of the first arrests 
despite the seriousness of the alleged crimes.4 Home Affairs Minister 
Jayakumar also scaled down the threat from Tan and Cheng by suggesting 
that there were others behind them. By the end of the year, all detainees 
except Vincent Cheng had been released. 

As some of the detainees were connected with Catholic Church-affiliated 
grass roots organizations and the church might see the detention as being 
aimed against it, the prime minister stepped in and clarified the govern- 
ment’s stand in a meeting with church representatives. After the meeting, 
the church took the official stand that it was satisfied the government had 
nothing against it and conceded that the government had its reasons for 
arresting Vincent Cheng. Lee Kuan Yew had made it clear in the meeting 
that the use of religion as a cover for subversive activities would not be 
tolerated>. It seems that while the government was concerned with the 
“Marxist” activities, what was more objectionable was that the detainees 
used the church, an organized network, as the cover for “building up a 
mass base and pressure points for political action’’.© As Lee had said on 
other occasions, the manipulation of religious organizations by political 
groups could have dreadful consequences for multiracial and multire- 
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ligious Singapore. This point was emphasized when Lee disclosed later 
that four foreign Muslim preachers had been banned from entering Singa- 
pore because they mixed religion with politics.’ 


Party Politics 

The PAP’s Central Executive Committee remained unchanged after its 
January election of officers, with Prime Minister Lee as secretary-general 
and Goh Chok Tong as assistant secretary-general. Goh, as leader of the 
successor generation, revealed that one major move by the party in 1987 
would be to set up Government Parliamentary Committees (GPCs) to al- 
low PAP backbenchers some weight in the decision-making process and to 
improve the quality of parliamentary debate. Nine GPCs dealing with 
various areas were subsequently established, each backed by its own re- 
source panel to help the MPs develop their expertise. 

The most publicized event launched by the PAP in 1987 was the forging 
of the party’s manifesto designated the National Agenda. According to 
PAP official Lee Hsien Loong, who chaired the Agenda Committee, the 
manifesto was designed to build a consensus on the issues confronting Sin- 
gapore in order to achieve the goals set by the party in “Vision 99,” its 
manifesto for the 1984 general election. To do that, a new series of minis- 
terial walkabouts, dialogue sessions with professionals sponsored by the 
government’s Feedback Unit, and national education seminars for grass 
roots leaders were scheduled. The whole operation proved to be mainly a 
public education exercise. There were lingering doubts, especially among 
professionals, whether the PAP government was really consulting the peo- 
ple, and many questioned whether dissenting views would be accepted 
eventually. 

The various discussions on the Agenda were supposed to center on is- 
sues related to Singapore’s challenges, goals, and the PAP’s role. In the 
course of them, however, more attention was paid to sensitive topics previ- 
ously considered taboo in Singapore politics. Racial issues, especially the 
question of Malay participation in mainstream Singapore life, aroused 
lively discussion and debate in many forums. This was sparked by Lee 
Hsien Loong when he remarked in a forum that certain posts in the Singa- 
pore Armed Forces were not reserved for Malays as Singapore did not 
want to put any of its Malay soldiers in a difficult position “where his 
emotions for the nation may be in conflict with his emotions for his reli- 
gion.”® This controversial statement not only generated excitement in sub- 
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sequent forums but elicited criticism from neighboring countries, 
especially Malaysia, as it was analyzed later. On the whole, the first fo- 
rums revolved more around hot subjects like race, political participation, 
town councils, team MPs, and population decline. The second part cov- 
ered mostly long-term issues such as land, water, social and cultural objec- 
tives, and the ageing population. More educational and less polemical, 
these topics required some knowledge of what the problems were and the 
newly created GPCs and their resource panels were called in for their 
views and explanations. Lee Hsien Loong said that findings of the discus- 
sions would be presented to the PAP party convention to be held in Janu- 
ary 1988. 

The PAP also mobilized its Youth Wing, led by the Central Youth 
Committee chaired by Lee Hsien Loong, to contribute ideas for the Na- 
tional Agenda. Established in 1986, the Youth Wing maintained a high 
public profile in organizing forums and other functions on the Agenda to 
generate more support from the young for the party. Its first convention 
was held in September 1987 and its resolutions on how to tackle problems 
related to the goals and challenges of Singapore will be tabled at the PAP’s 
main congress for inclusion in the party manifesto. 

As for the opposition, J.B. Jeyaretnam, secretary-general of the Work- 
ers’ Party, failed to get his parliamentary seat reinstated in 1987.2? He was 
also fined by Parliament on various charges of abuse and breach of privi- 
lege and contempt of Parliament when he was an MP. Finally, he was 
barred from practicing law after a three-judge court found him unfit for 
the profession as a result of his conviction on criminal charges in 1986. 
Because they felt Jeyaretnam had failed to allow younger members to have 
leadership roles in the party, a group of WP cadres and members resigned 
to try to form another party, the People’s Party of Singapore. The Na- 
tional Solidarity Party was registered in February 1987, led by Soon Kia 
Seng as secretary-general. But Soon, the former SDP chairman who left 
the party because of disillusionment with Chiam See Tong’s management 
of its affairs, died toward the end of the year. It remains to be noted that 
Chiam See Tong, as the lone opposition MP in Parliament, received rela- 
tively more exposure in the mass media in 1987. At times, he seemed to 
have made some punching points against the government, although his 
voice was always drowned in a sea of PAP diatribes against him. 


9. Jeyaretnam lost his seat in 1986 after he was fined $5000 for making a false financial 
declaration of his party’s accounts. 
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The Economy 

From all indications, Singapore’s economy did fairly well in 1987. In fact, 
the prime minister indicated in May that the 3-4% growth forecast for the 
year might be exceeded. The economic surveys for the first and second 
quarters also pointed to a broad-based pick-up in the economy, an im- 
provement over the uncertainty at the beginning of the year when the re- 
covery was seen as unbalanced and incomplete. By August, Lee Kuan 
Yew revealed that Singapore could expect to have 6-7% growth for the 
year if all went well.!° The unemployment rate was reduced from 6.5% at 
the end of the second quarter in 1986 to 3.9% in September 1987. By 
November, Lee Hsien Loong declared that Singapore had put the last re- 
cession firmly behind it, and he predicted a possible 8% growth rate if all 
went well in the last quarter. He also said that Singapore’s economy was 
unlikely to be affected in the short run by the global stock market crash in 
October, although the longer-term outlook was uncertain.!! Singapore 
was also confident that it would be able to achieve its target of $$1.7 billion 
in investment commitments in 1987, as compared with S$$1.4 billion in 
1986. Its total trade was expected to hit a record $$125 billion, up 20% 
over 1986. 

As an indicator of its better performance, the government gave public 
employees a special year-end bonus in addition to their usual 13th-month 
wage supplement, and successful companies in the private sector were 
urged to do the same. A survey of 36 firms at the end of the year indicated 
that pay increases for 1987 averaged less than S$50, the lowest for a long 
time.!2 Most firms, it found, had implemented or were looking into a 
“flexi-wage” system coupling low fixed increments with variable bonuses. 
This was in line with earlier recommendations of the prime minister and 
the National Wages Council in emphasizing the wage restraints that would 
be needed, along with high productivity, if the economy was to fulfill the 
more optimistic growth forecasts. 

The cut in Central Provident Fund (CPF) contributions was a signifi- 
cant factor in cost reduction in 1986, and the government fine-tuned its 
CPF policy in 1987. Labor Minister Lee Yock Suan reiterated that resto- 
ration of the CPF rate must not hurt Singapore’s competitiveness, and he 
stated the present rate of 10% for employers and 25% for employees 
would remain for 1987. If the economy continued to improve, the govern- 
ment would be likely to raise the rate in July 1988. According to the min- 
ister’s calculations, the long-term target CPF contribution rate would 
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provide enough savings for retirement, housing, and medical needs, but at 
the same time ensure that Singapore’s savings would not climb to unpro- 
ductive levels by keeping employers’ contributions lower than they had 
been before and increasing take home pay. With decreasing rates as CPF 
members advanced in age, the government hoped to provide an incentive 
for employers to extend the retirement age from 55 to 60. This would be 
especially important as the population began to age and in times of growth 
when the labor market would be tight. 

With few exceptions, Singapore did not make further tax reductions for 
the year. Even the corporate tax, which was reduced from 40% to 33% in 
1986, was not decreased further. As such, it was still higher than that of 
its competitors, such as Hong Kong. Certain tax incentives were intro- 
duced in 1987 for sectors with growth potential—the offshore services, se- 
curities trading and financial futures, and gold trading. 


Foreign Relations 

The year 1987 saw the continuation of Singapore’s diplomacy to advance 
its economic interests. Frequent investment promotion trips and trade 
missions to Japan, the United States, and Europe were led by ministers 
and other officials. Efforts were made to dilute the impact of protection- 
ism on Singapore, particularly in regard to the United States. These in- 
cluded the implementation of the new Copyright Act in 1987 and the 
establishment of full copyright relations with the United States. On U.S. 
pressure on the Asian NICs to upvalue their currencies, Singapore pointed 
out that its dollar had appreciated against the U.S. dollar over the years 
and that it was not pegged to the U.S. dollar alone. Most important of all, 
Singapore reiterated that the charges of using tariff and non-tariff barriers 
to block more U.S. exports to the Pacific were not applicable to the Repub- 
lic, and that it was unfair to lump Singapore with the other NICs as Asian 
“tigers”. Moreover, as noted by Ambassador Tommy Koh, Singapore had 
only a modest surplus with the United States and could never be a threat 
to it. He also pointed out that a major part of Singapore’s exports to the 
United States—40%—was by subsidiaries of American companies. 

With Japan, Singapore tried to boost economic ties in three areas: trade, 
investment, and technology. It was suggested that Japanese firms in Singa- 
pore could export their products back home, the hope being that such 
products would be able to break the many economic barriers in Japan and 
help reduce Singapore’s trade deficit with the country. In competing with 
other states for Japanese investment, Lee Hsien Loong led a three-day 
trade mission to Japan to brief the Japanese on new economic directions 
and opportunities in Singapore. Japan in 1986 replaced the U.S. as the top 
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investor nation in Singapore and, according to the Economic Development 
Board, Japanese companies had already committed $$476.9 million in in- 
vestments during the first nine months of 1987, just $$16.6 million short of 
the total they had invested in 1986.1? 

Singapore also tried to promote itself as a gateway to China, and the 
year saw a great increase in the number of trade or fact-finding missions 
going there, including some headed by ministerial-level officials. Accord- 
ing to the Office of the PRC Commercial Representative, Singapore was 
China’s fourth largest investor after Japan, the U.S., and Hong Kong.!* It 
was also revealed that for the first eight months of 1987, Singapore’s ex- 
ports to China increased 17% while imports remained more or less the 
same as in the same period in 1986. Singapore also had important eco- 
nomic and political ties with Taiwan; Premier Yu Kuo-hua visited Singa- 
pore during the year and Lee Kuan Yew is known to have gone to Taiwan 
a number of times, including in December 1987 after the ASEAN summit 
in Manila. 


Southeast Asia 

The Cambodian problem was the issue of primary concern to Singapore 
and other ASEAN states. In conjunction with its policy of exerting diplo- 
matic pressure on Vietnam to withdraw from Cambodia, Singapore was 
instrumental in the U.N. adoption for the ninth successive year of the 
ASEAN-sponsored resolution calling for Vietnamese withdrawal. 

Singapore was the host to two ASEAN ministerial conferences in 1987, 
one for the 20th foreign ministers’ meeting in June and the other the 19th 
economic ministers’ meeting in July. In the former, Lee Kuan Yew called 
for a new phase of ASEAN cooperation, noting that the chances of a nego- 
tiated settlement of the Cambodian issue had increased as a result of reas- 
sessments in Moscow and Hanoi. He observed that ASEAN’s future 
depended on whether the second generation of leaders was able to main- 
tain the pragmatic working relationship of the present older leaders. At 
the economic meeting, the prime minister emphasized that ASEAN must 
set an example for open and fair trading and press the industrial countries 
to do likewise to enable the regional grouping’s economies to grow. Thus, 
in the case of the United States, the proposed ASEAN-US. initiative to be 
coordinated by Singapore could serve as an umbrella arrangement under 
which member states could negotiate bilateral agreements with the U.S. on 
economic issues. ASEAN could also use the initiative to negotiate with 
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Washington an agreement to offer ASEAN some shelter from protection- 
ism. 

The year’s most important event for the regional organization was the 
third ASEAN summit held in Manila in December 1987, ten years after 
the last one. Short and held under siege-like conditions due to security 
fears, the summit closed with the signing of the Manila Declaration of 
ASEAN Resolve and four economic agreements. A protocol to allow 
other countries in the region to accede to the Treaty of Amity and Cooper- 
ation in Southeast Asia of 1977 was also signed. Discussions on American 
bases in the Philippines and the Sihanouk-Hun Sen talks were not on the 
official agenda. However, it was reported that there was general consensus 
that ASEAN favored retention of the bases in view of the reduced U.S. 
presence and increased Soviet activities in the region.'> In the case of the 
Sihanouk-Hun Sen talks, ASEAN did express its support for Sihanouk’s 
efforts to break the Cambodian impasse, and it was agreed that efforts 
could be intensified to establish a zone of peace, freedom, and neutrality in 
Southeast Asia. The idea of a Southeast Asian nuclear weapons-free zone 
was shelved for further study. 

While the Manila Declaration may be too general, specific goals were 
laid down for ASEAN economic cooperation. Notably, it was agreed that 
no less than half of the current US$25 billion intra-ASEAN trade would 
be conducted on preferential terms and nontariff barriers would be dis- 
mantled; a time frame of five years was set to accomplish these targets. 
Agreement on promotion of more industrial joint ventures also was 
reached at the summit. As noted by Lee Kuan Yew, these proposals were 
based on sober assessments of the global and regional changes and no 
member country pressed for big jumps in economic cooperation. 16 

As for Singapore’s bilateral relations with the ASEAN states, those with 
Malaysia proved the most contentious. Events in 1987 like Lee Hsien 
Loong’s remark on the status of Malays in the Singapore Armed Forces, 
the banning of four foreign Islamic preachers from Singapore, and the 
straying of four Singapore soldiers into Johor created added tension in Sin- 
gapore-Malaysian relations. Verbal exchanges on all these matters were 
fired back and forth both by government officials and media elements 
throughout the year. More conflict surfaced when Lee Kuan Yew filed a 
libel suit against Star Publications and its editor-in-chief at the high court 
in Kuala Lumpur. However, it should be noted that dialogues between 
Singapore and Malaysian cabinet ministers were held occasionally in 1987, 
and when Lee Kuan Yew and Malaysian Prime Minister Dr. Mahathir 
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Mohamad met at the ASEAN summit in December, Dr. Mahathir report- 
edly told Lee that the bilateral atmosphere was much better than when the 
two met in October at the Commonwealth conference in Vancouver. Lee 
also said that there had been reasonable progress in talks between the two 
countries on future water and gas supplies to Singapore. Singapore’s bilat- 
eral relations with the other ASEAN states were less complicated and, by 
and large, cordial in 1987. Lee Kuan Yew has been particularly successful 
in forging ties with Brunei, and he and President Suharto also have made it 
a habit of visiting each other for informal discussions, gradually creating 
an atmosphere of mutual trust. 


The Foreign Press 

Circulation of the Asian Wall Street Journal (AWSJ) in the Republic was 
restricted by the Singapore government in February 1987 under the 
amended Newspaper and Printing Presses Act. The first such move was 
taken in October 1986 against Time magazine; in both cases the govern- 
ment ordered circulation cut to 10% and it acted to claim the right of 
reply to allegations. The restriction of AWSJ, however, produced a battle 
of words, not only between the Singapore government and the AWSJ but 
with the U.S. State Department. In the exchange of letters between Singa- 
pore’s Ministry of Foreign Affairs and the State Department, the U.S. 
claimed that it was not taking sides in the particulars of either Time or 
AWSJ reporting. However, it reiterated the U.S. governments commit- 
ment to the principle of a free and unrestricted press. In its reply, Singa- 
pore argued that it had never undertaken any obligation to uphold a “free 
and unrestricted press,” let alone accept the American definition of this 
term. As such, no foreign publication had the right of sale or circulation 
in Singapore (publications like Jzvestia and People’s Daily are not sold 
there); the privilege was extended, but on Singapore’s terms that included 
giving the government the right of rebuttal.{7 In the end, the restriction 
remained on AWSJ, but was lifted on Time after the magazine had pub- 
lished the reply from the Singapore government as demanded. 

Singapore also had disputes with two Hong Kong publications, 
Asiaweek and Far Eastern Economic Review. Asiaweek’s circulation was 
restricted to 500 copies for its refusal to publish two government letters 
without alterations to correct errors and distortions. As for the Review, its 
circulation was not restricted as of December 20, but a disproportionate 
number of letters to the editor from Singapore government officials to clar- 
ify issues related to the Republic appeared in the periodical in 1987. 
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Decline of “The Malay Way” 
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The political hegemony of the Malay community in 
Malaysia is uncontestable, but it has led to an unfortunate, perhaps inevi- 
table by-product in 1987—the eruption of serious internal differences 
within the dominant party and the decline of the “Malay way.” The “Ma- 
lay way” involves, among other elements, a method of problem-solving 
and conflict avoidance that has helped to soothe political tempers. It em- 
phasizes traditional courtesy and good manners, wide consultation, com- 
promise, avoidance of direct confrontation when possible (but leaving a 
role for innuendo), and a striving for consensus rather than imposing the 
will of a (sometimes narrow) majority. If possible, critics are wooed rather 
than repressed and defeated opponents are not pounded into complete sub- 
mission, but openings are left for future reconciliation. 

While the formal processes of politics, namely elections and parliamen- 
tary rule, are based on the Western democratic model of majority rule, the 
informal processes have always been guided by the “Malay way.” This has 
been so within the dominant party, the United Malays National Organiza- 
tion (UMNO), and its relations with its predominantly non-Malay coali- 
tion partners. It has served to soften the steely aspects of the real world of 
political fights, and has made ethnic accommodation, under the domi- 
nance of the Malays, possible. All this now seems to be breaking down, 
partly as an outgrowth of the modernization process and an accompanying 
decline in deference, and partly as a result of the assertive style of the 
prime minister, Datuk Seri Dr. Mahathir bin Mohamad. 

Two major and interrelated events took place in 1987: first, the triennial 
UMNO elections in April, which saw the top leadership barely survive a 
strong challenge; and second, in order to defuse dangerously heightened 
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ethnic tensions, a massive roundup in October, under the Internal Security 
Act (ISA), of critics and opponents as threats to national security. 

In 1987 the government has been plagued by the continued effects of 
recession, scandals and allegations of corruption, threatened bankruptcies 
and bailouts of numerous cooperatives and banks, important court cases 
that have gone against the government, and damaging spillover of the con- 
tinuing rift inside UMNO, which makes compromise with other ethnic 
groups difficult, and escalating ethnic tensions. Classically, the belea- 
guered leadership, stung by unprecedented challenges and mounting criti- 
cism of abuse of executive power and the performance of the government, 
has moved to stifle dissent. 

Early in the year it became apparent that there would be a serious chal- 
lenge to Dr. Mahathir when Tengku Razaleigh Hamzah and Datuk Musa 
Hitam buried past rivalries to collaborate ageinst the top leadership 
(known as “Team A”). Razaleigh challenged Mahathir for the UMNO 
presidency while Musa defended his post as deputy party president against 
the deputy prime minister, Encik Ghafar Baba—an anomalous situation 
that arose when Musa resigned as deputy prime minister but retained his 
party position. Several ministers and deputy ministers, led by Datuk Rais 
Yatim, openly declared their support for Razaleigh and Musa (dubbed 
“Team B”). 

The campaign was an expensive, dirty, angry, “‘no-holds barred” affair 
to win or buy the support of the 1,479 voting UMNO delegates.! Team B 
supporters accused the leadership of blatant abuse of power, an authori- 
tarian leadership style, economic mismanagement—especially the glamor- 
ous but loss-making mega projects—-and patronage and corruption that 
were reducing incentives for Malays to acquire sound business skills. 
Team B also complained of media hostility and various campaign irregu- 
larities. The prime minister defended himself and his record, denying alle- 
gations that he was corrupt or a dictator, saying that he could not be 
blamed for a global recession, and implying that some foreign countries 
were trying to influence events because they wanted weak leaders elected. 
A disillusioned Tunku Abdul Rahman, the nation’s founding father, de- 
clared that he would not attend the UMNO assembly and that he no 
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longer wished to know about developments in the party because it was 
now so different from the one he had led. The UMNO ethics committee 
was swamped by complaints of vote-buying and other deviations, and its 
chairman had to admit that it was virtually impossible to curb such activi- 
ties.* 

By the eleventh hour, with a number of delegates still uncommitted, the 
outcome was too close to call. At this point, three factors probably made 
the difference. First, the leadership did not oppose the appointment of 
Datuk Najib Tun Abdul Razak as acting president of UMNO Youth on 
April 21, and Najib is believed to have switched his support from Team B 
to Team A. Second, the minister of finance, Encik Daim Zainuddin, with- 
drew his unpopular proposal to abolish pensions for civil servants with less 
than ten years’ service. Finally, Mahathir, as is standard for the UMNO 
president, was able to address the delegates immediately prior to the vot- 
ing. 

The April 24 election results yielded a 43-vote victory to Mahathir (761 
to 718) and a 40-vote win for Ghafar Baba (739 to 699, with 41 spoiled 
ballots). Any hopes for reconciliation were quickly dispelled. There were 
complaints of irregularities in counting, and the Malay newspaper Watan 
disclosed that there had been members from unregistered branches who 
had affected the divisional selection of delegates to the assembly. 
Razaleigh and Rais resigned their Cabinet posts, and two days later 
Mahathir fired three more ministers and four deputy ministers (all Team 
B), including UMNO Vice-President Datuk Abdullah Badawi. The purge 
was then steadily extended down the UMNO organizational ladder.® In 
June twelve UMNO members (one later withdrew) petitioned the High 


3. Ibid., February 28, 1987. Malaysia’s other living former prime minister, Tun Hussein 
Onn, who throughout 1987 took an increasingly critical stance against Mahathir’s leadership, 
also did not attend the Assembly (see ibid., April 7, 1987), as the former prime ministers 
normally do. 

4. ibid., April 2, 8, 10, 1987. The chairman is Tan Sri Khir Johari. 

5. See New Straits Times, April 25, 1987; Asian Wall Street Journal, May 1-2, 1987; Far 
Eastern Economic Review (hereafter FEER), May 7, 1987, pp. 12-15. The three elected as 
UMNO vice-presidents were Datuk Wan Mokhtar (considered basically neutral but leaning 
toward Team A), Datuk Abdullah Badawi (Team B), and Encik Anwar Ibrahim (Team A). 
On the Supreme Council, 17 of the 25 elected seats went to Team A supporters. The results 
seemed to point to the growing power and influence of the Islamicists inside UMNO. 

6. The replacement of Team B state liaison chiefs and divisional chairmen has started and 
can be expected to continue. According to Asiaweek (October 2, 1987, pp. 12-13), the purge 
has extended to state-level government agencies and even into the private sector. There have 
been complaints that banks are calling in loans from Team B supporters. Branch elections 
are scheduled for early 1988, and this will begin the fight for delegates to the 1990 UMNO 
elections. 
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Court to declare the election results invalid because of various illegalities— 
mainly centering on the participation of 53 unregistered branches—which 
could have affected the outcome. The lawsuit has gone through various 
stages, including a court-approved delay to allow a special UMNO com- 
mittee to try to work out a settlement. However, in mid-October, High 
Court Justice Datuk Harun Hashim (whom many view as being the main 
target of Mahathir’s wrath toward the judiciary) refused to grant any fur- 
ther extensions. As of early December, the lawsuit had still not been re- 
solved.” 

The winner-take-all and zero-sum attitude, as well as the purges are all 
contrary to the traditions of the “Malay way” and galvanized the rift in- 
side UMNO. The narrow victory, the continuing UMNO internal divi- 
sions, and especially the pending UMNO lawsuit, left the top leadership 
(and UMNO itself) feeling vulnerable, unhappy, and defensive, leading to 
actions that culminated in the October detentions. A series of court deci- 
sions has gone against the government, and this has led to accusations by 
Mahathir that the judiciary is interfering with executive prerogatives. It 
has also led to serious concern that the government may take steps to limit 
judicial independence. For example, in 1986 the court upheld a challenge 
to the Home Ministry’s expulsion order against a foreign journalist; in 
February 1987 the court granted a writ of habeas corpus to an ISA de- 
tainee (upheld by the Supreme Court in November); in July the court ruled 
in favor of the plaintiff against a Home Ministry decision on a citizenship 
application; and in September the court ordered the Home Ministry to 
allow Aliran to publish its periodical in Bahasa Malaysia.’ Justice Harun 
presided over all of these High Court decisions, and will be on the bench 
for the UMNO lawsuit. 


7. Straits Times, June 26, October 14, 20, 1987; Far Eastern Economic Review, July 9, 
1987, p. 14 and November 26, 1987, p. 23. According to Asiaweek (October 9, 1987, p. 18), 
Dr. Mahathir has become preoccupied with the UMNO lawsuit. He has said that “if the case 
goes on, a precedent will be set and the party will be destroyed.” That is, it is Team B that is 
not following the “Malay way.” 

8. See Asiaweek, October 16, 1987, pp. 19-20. Under articles 125 and 127 of the Constitu- 
tion, judges cannot be dismissed before the age of 65 except on the recommendation of a 
tribunal appointed by the King, made up of at least five serving or retired judges. However, 
the Constitution could be amended so as to affect tenure. The grant of a writ of habeas 
corpus for an ISA detainee is a first in Malaysia. The Attorney-General, in appealing the 
High Court decision, argued that it was wrong for the court to examine sufficiency of grounds 
for arrest since under the ISA the state had only to provide the “purpose,” not the 
“grounds.” However, in late November the habeas corpus applications of eight ISA detain- 
ees were dismissed on the grounds that they would have to prove that they had been arrested 
improperly and in bad faith. See FEER, March 5, 1987, p. 53; Straits Times, November 4, 
1987; Asia Wall Street Journal, November 25, 1987. 
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The High Court and the Supreme Court have also ruled in favor of the 
plaintiff (Encik Lim Kit Stang) in granting an injunction against United 
Engineers (Malaysia) (JEM) signing a lucrative contract with the govern- 
ment to build and operate a long stretch of the north-south highway. This 
contract award has emerged as a major conflict-of-interest scandal, since it 
has been revealed that UEM is at least half-owned by UMNO through an 
incorporated company, Hatibudi, of which four Cabinet ministers who 
participated in the awarding of the contract are trustees. In October, Lim 
Kit Siang lodged a police complaint accusing Mahathir and some of his 
Cabinet of corruption with regard to this case, and an investigation is pro- 
ceeding.° 

The government has also felt threatened by a series of calls to review the 
Constitution, coming from such distinguished persons as Sultan Raja Tun 
Azlan Shah and Tun Mohammad Suffian (both former Lord Presidents, 
the nation’s highest judicial office), Justice Harun, and Tunku Abdul 
Rahman, which arose out of three conferences held to discuss Malaysia’s 
Constitution after thirty years of independence. Since the Constitution has 
been amended numerous times in the past, the vehemence of the govern- 
ment’s response surprised many. Mahathir urged the people to defend the 
Constitution, warned the judiciary to stay out of politics, and criticized the 
small group of intellectuals who were causing confusion and unrest.!° 

The prime minister was lauded in some quarters for his “timely action” 
beginning on October 27, 1987, in ordering massive ISA arrests, the clo- 
sure of three newspapers, and the ban on public meetings and rallies in 
order to defuse what had become a dangerously tense ethnic situation 


9. According to Lim Kit Siang (Straits Times, September 25, 1987), Mahathir stated, on 
August 29th in Johor Baru, that the UEM contract was needed to pay for the $360 million 
UMNO complex. Also see ibid., August 20, 26, September 11, 23-26, October 5-8, 12-13, 
16-19, 1987; FEER, January 15, 1987, pp. 52-53, July 30, 1987, pp. 44-45, September 10, 
1987, pp. 62-64, October 15, 1987, p. 70, October 22, 1987, p. 76; Aliran (July/August 1987), 
pp. 28-29. 

10, See Straits Times, August 28, September 8, 16, October 3, 1987. The government also 
accused a “large international organization which was using the foreign media to try to top- 
ple the government” (ibid., September 19, 1987). Aliran expressed shock at the government's 
hostile reaction (see Aliran [August/September 1987], pp. 9-10, and FEER, September 3, 
1987, pp. 8-9.) In fact, the government had been criticizing various voluntary organizations 
(especially Aliran, the Selangor Graduates Society, the Bar Council, the Consumers Associa- 
tion of Penang, and the Environment Society of Malaysia) all year as “thorns in the flesh” of 
the country. Mahathir characterized these “intellectual elites,” who he believes are probably 
financed from abroad, as something approaching urban terrorists (e.g, FEER, January 8, 
1987, pp. 19-20). 
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(although stockmarket share values fell sharply with the news).'! The mo- 
tives and actions immediately responsible for the tensions—the Chinese 
school administrators issues, the UMNO Youth rally on October 17, and 
the mammoth UMNO rally planned for November !—are puzzling to 
some, however. To some others, it looks suspiciously as if the government 
might have allowed the escalation of tensions sc that it could order a 
clampdown.!* The resolute and outspoken Tunku said that the object of 
planning the UMNO rally was probably to create a crisis to enable 
Mahathir to make the arrests. He noted, “This is undemocratic and I de- 
plore the attitude of the Prime Minister . . . it portends ill for the future of 
the country.” 13 

The Chinese school issue arose when the Education Ministry began as- 
signing non-Mandarin-speaking Chinese to administrative posts in Chi- 
nese-language primary schools. After protests, the Education Ministry 
proclaimed that it would reconsider the assignments, but in fact the issue 
was allowed to fester for six weeks.!* It remains unclear why the issue was 
not settled promptly by an administrative directive. The Chinese were al- 
ready fearful that government actions to amend the Education Act would 
be detrimental to the future of Chinese primary education, and they were 
upset with the Education Ministry’s refusal to override a University of 
Malaya Senate decision to no longer allow elective courses in Chinese, 


11. New Straits Times, October 29, 1987; Straits Times, October 29, 30, November 4, 1987. 
The prime minister said in Parliament, in a live broadcast, that it “was essential to take steps 
to save the nation from the threats and dangers facing it.” The ISA allows police to hold 
detainees for up to 60 days without having to charge them in court. The home minister 
(presently Mahathir) may extend this another two years without trial, renewable every two 
years indefinitely. The purpose of the ISA is to detain suspected subversives, mainly Commu- 
nists. 

12. The Asian Wall Street Journal (October 29, November 9, 1987) asked why the leaders 
had let ethnic tension fester and why the UMNO rally organization was allowed to proceed 
when tensions were building up. The journal also noted that the arrests came just after 
Mahathir’s brother-in-law, General Tan Sri Hashim Mohamed Ali, became the new Armed 
Forces chief. In the Statement by the Malaysian Support Group of the ISA Detainees Over the 
Mass Arrests, October 30, 1987 (xerox), signed by thirteen groups, it is stated that only two 
issues directly threaten Mahathir’s political future—-the UMNO lawsuit and the UEM scan- 
dal—and these were the “‘likely reasons” for the detentions. 

13. Straits Times, October 30, 1987. Also see Tunku’s very strong statement in the Ob- 
server (London), November 15, 1987. The Tunku, with his standing as the nation’s first 
prime minister, can say what other Malaysians dare not. However, the newspaper (The Star) 
featuring his weekly column has had its publishing permit revoked. 

14. See Asiaweek, October 23, 1987, p. 20, and FEER, October 29, 1987, pp. 14~21. It is 
reported that Education Minister Anwar Ibrahim had assured Chinese educators in Penang 
that he would resolve the problem, but was then pressured by UMNO not to do so. Anwar 
then left the country for a trip to Saudia Arabia (ibid., p. 21). 
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Tamil, or English. In early October, a Joint Committee, which included 
two parties from the ruling coalition as well as the opposition Democratic 
Action Party (DAP), was formed. A rally to protest the appointments was 
held and a boycott of classes at affected Chinese schools was organized. 
After a Cabinet committee was established to review the situation, the boy- 
cott was called off, although not entirely effectively. 

Meanwhile, a highly inflammatory 15,000-strong UMNO Youth rally 
was held in support of the edicts and actions of the Education Ministry 
and its minister, Encik Anwar Ibrahim, and to uphold the honor of the 
Malays against perceived insults. The tone of the rally was one of barely 
repressed Malay rage. Despite the extensive presence of security units and 
roadblocks around Kuala Lumpur, the city’s population grew progres- 
sively tense, fearful, and influenced by rumors.!> 

However, by far the most important reason for the escalating tension 
was the planned November 1 UMNO rally, where up to 500,000 Malays 
were expected to converge on Kuala Lumpur’s Merdeka Stadium (which 
holds 40,000) at the edge of Chinatown. The police and such notables as 
the Tunku urged the prime minister to call off the rally because of the 
dangerously explosive situation it would create. It was reported in the 
“xerox press” that Malay silat (martial arts) invulnerability rites were be- 
ing practiced, and that anti-Mahathir groups would also attend.'© The 
prime minister and Team A had planned the rally as a show of support for 
Mahathir and as a means of demonstrating Malay and UMNO unity and 
strength. According to some observers, if Mahathir called off the rally it 
would be interpreted as a sign of weakness; if there was violence—as was 
probable—history would condemn him; and if not enough Malays showed 
up he would lose face. Consequently, the ISA arrests and cancellation of 
the rally were seen as part of a package deal.!” 

As of December 12, about one hundred persons (estimates conflict) had 
been arrested, and 44 released (mostly politicians). The arrests cut a wide 
swath, but the common denominator among a great many of them seemed 
to be that they had been critical of certain government actions or of its 
performance. The opposition DAP suffered the most detentions, including 
several of its top leaders, but most peninsular Malaysia political parties 


15. Straits Times, October 17, 28, 1987; Asiaweek, October 30, 1987, pp. 23-25. Acting 
UMNO Youth President Najib refused to call off the rally. (Not coincidentally, he is a con- 
tender for the presidency of UMNO Youth, which holds its elections in 1988.) 

16. “ISA Detentions in Malaysia: Events Leading Up to the Arrests,” From Concerned 
Malaysians (xerox), n.d. In the last few years, “flying letters” have become an active form of 
underground press in Malaysia. 

17, Asiaweek, November 6, 1987, pp. 51-52, November 13, 1987, pp. 12-19; FEER, No- 
vember 12, 1987, pp. 12-14, November 19, 1987, pp. 14—16. 
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had some members detained. A significantiy higher number of 
non—Malays was arrested. The three UMNO members arrested were all 
identified with Team B. Even more controversial were the detentions of 
individuals from voluntary, social reform, and other interest groups; per- 
haps most outrageous of all was the detention of Aliran President Dr. 
Chandra Muzaffar, called “the conscience of Malaysia” by one Southeast 
Asian diplomat for his tireless work for reform and social justice.!® The 
three newspapers affected (The Star, Watan, and Sin Chew Jit Poh), which 
had all offended the leadership in some way, remain shut down. However, 
the arrests and the press and assembly restrictions have effectively silenced 
critics, and the country has moved back from the brink of ethnic confla- 
gration. While for some there is a pervasive, fearful silence in the country, 
for others there is profound relief. 

A number of other important issues and events during the year need to 
be noted, but space permits only a brief mention here. UMNO has still not 
set up a party organization in Sabah and looks unlikely to do so in the near 
future. Sarawak held a state election in which, amidst allegations on all 
sides of timber concession scandals, the ruling state Barisan Nasional coa- 
lition was re-elected. Party elections were held (in addition to UMNO) for 
the Malaysian Chinese Association, Gerakan, Malaysian Indian Congress, 
and Partai Islam Se-Malaysia, and in all cases the incumbent leadership 
was reelected. Concerning Islamic matters, Kelantan’s syariah courts have 
initiated whippings for adultery and drinking liquor, and some other states 
may adopt this punishment as well. There were accusations of Christians 
(mainly Indonesian immigrants) trying to convert Muslims in several 
states, and there was a series of as yet unresolved torchings of mosques in 
Pahang early in 1987. 


The Economy 
Despite modest growth (estimated at about 2.5%) and an increase in ex- 
ports (about 6%), indicating that the recession may have bottomed out, 
and a laudable nonexpansionary budget that puts the onus for growth on 
the private sector and gives high priority to reducing the national debt, 
1987 was a difficult year for the economy. The government is in a poor 
revenue position (thus requiring stepped-up oil exports), domestic private 
demand and investment are down again (although total private investment 
is about 1% greater), and unemployment, especially among Malays, is up 
(estimated at 9.5% and rising). Part of the problem rests with the linger- 
ing global recession, a high corporate tax rate, bureaucratic red tape, con- 


18. Asian Wail Street Journal, November 9, 1987. 


MALAYSIA 221 


tradictory and inconsistent policies, and inefficient investment. Further, 
the government’s major enterprises have been substantially loss-making ef- 
forts. Another part of the problem rests with political uncertainties, in- 
cluding worries and speculation over the shape of the post-New Economic 
Policy (NEP) restructuring. !9 

Finally, and most important, there is growing public cynicism and de- 
spair over economic mismanagement and misconduct—alleged manipula- 
tion of corporate assets, kickbacks, overdrafts, evasion of exchange control 
regulations—fraud, and perceived corruption, patronage, nepotism, and 
favoritism in awarding government contracts.*° In 1987 the government 
had to rescue three banks and 24 deposit-taking cooperatives that were in 
serious trouble because of fraud, mismanagement, or soaring numbers of 
large borrowers classified as bad-debt clients. The government is increas- 
ingly called upon to bail out businesses or else bend the rules for them. 
Some believe that the trouble is explainable as an unexpected by-product 
of the NEP’s offering “too much, too quickly,” and a new generation that 
seems to seek wealth, often through the acquisition of political power. 
There is growing concern that unless the rot in the system is stopped, the 
NEP gains for the Malays may be lost. 


International Relations 
Reflecting Malaysia’s foreign policy approach of emphasizing economic 
diplomacy, 1987 was a year characterized more by travel by Mahathir and 
his officials to promote trade and investment than by new foreign policy 
initiatives. Among the prime minister’s major trips were visits to India, 
Britain, Hungary, and the Soviet Union (another major trip was made, by 
Ghafar Baba, to China). The prime minister also attended three summits 
and served as president of a UN-sponsored drug conference in Vienna. 
Neither the fifth Islamic summit in Kuwait in January nor the ASEAN 
summit in Manila in December produced any substantive initiatives. At 
the Commonwealth Heads of Government Meeting in Vancouver in Octo- 
ber, Malaysia pushed for sanctions against South Africa and tried to per- 
suade others to retain Fiji’s membership. Perhaps the most surprising 


19. There is considerable controversy over statistics on the current percentage of the 
bumiputera (Malays and other indigenous peoples) share of the corporate wealth, and over 
post-1990 policies. See Lim Lin Lean, “Erosion of the Chinese Economic Position,” in The 
Chinese Community Towards and Beyond 1990 in Multi-Racial Malaysia (Kuala Lumpur: 
MCA, 1987), pp. 23-36; Asian Business, 23:9 (September 1987), pp. 38-49; Straits Times, 
February 25, July 1, 4, 6, 15, August 27, October 27, 1987. 

20. See FEER, April 2, 1987, pp. 20-22; New Straits Times, March 28, 1987; Straits Times, 
January 12, April 9, September 17, 1987. 


222 ASIAN SURVEY, VOL. XXVIII, NO. 2, FEBRUARY 1988 


event was the announcement that Kuala Lumpur would host the next 
Commonwealth summit in 1989. Until recently, Mahathir had serious 
misgivings about the Commonwealth, calling it a social club of English- 
speaking ex-colonies, and he did not attend the summits in 1981 and 1983. 
However, he apparently was convinced by a study commissioned on the 
subject that the benefits of Malaysia’s continued membership outweighed 
the costs, and perhaps he was further encouraged by Britain’s declining 
influence in the grouping. 


Conclusion 

Political uncertainties abound in Malaysia. For some observers and 
Malaysians there is a gut feeling that something is going terribly wrong. 
At year’s end, Draconian amendments to the Printing Presses and Publica- 
tions Act, 1984, were submitted to Parliament. Intended to muzzle more 
tightly an already timid press, the amendments stipulate that the home 
minister’s decisions concerning the rejection or revocation of publishing 
licenses “shall be final and shall not be called in question by any court on 
any ground whatsoever.”*! Another bill that was introduced seeks to 
tighten unlawful assembly restrictions. There were also ominous signs that 
the government may be thinking ‘of moving against the judiciary next, 
since recourse to the courts has become the last remaining avenue for 
checking executive power. The application of such drastic political pre- 
scriptions may be foreign, and perhaps offensive, to the “Malay way,” but, 
in the short-term at least, repression provides an effective solution to a 
beleaguered leadership. Unfortunately, Malaysia may be irrevocably 
changed in the process. 


21. FEER, December 10, 1987, pp. 15-16. 





BURMA IN 1987 
Change in the Air? 


John B. Haseman 








A worsening economic situation, highlighted by petro- 
leum shortages, reduced export revenues, and difficulties in rice distribu- 
tion, have apparently prompted several potentially significant economic 
policy changes that may forecast new directions for the Burma Road to 
Socialism. The introspective government has also continued a slow but 
perceptible process of increased international activism, and has achieved 
impressive tactical success against several insurgent groups. The year 
1987 brought both good and bad news for Burma, and may mark a new 
period of interest in increased contacts with other nations in the fields of 
economics, development, and political relationships. 


Policy Change and Economic Upheaval 

The most important event of the year was an August speech by Burmese 
Socialist Program Party (BSPP) Chairman U Ne Win, calling for changes 
in economic outlook and criticizing advisors and cabinet officers for failing 
to provide the national leadership with accurate information on which to 
direct national development. In tacitly admitting that some government 
policies had failed, U Ne Win announced new measures that lifted govern- 
ment controls from most aspects of production, transportation, and the 
distribution of rice and other staple crops. 

Opening the rice trade to the private sector acknowledged the inability 
of the government cooperatives system to conduct the complex tasks of 
rice procurement and distribution. The policy change followed several 
months of growing rice shortages caused by breakdowns in the distribution 
system between the rice bowl of Lower Burma and the drier central and 
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northern sections of the country. Shortages in government cooperatives 
and steadily rising prices on the widespread black market caused genuine 
hardship in many areas of the country, with significant portions of the 
population forced either to consume poor quality rice or do without. 

Tax laws were also changed in an attempt to assure that government 
rice needs—for export as well as for the armed forces, hospitals, and civil 
servants—were met. Growers are now required to pay their land tax in 
kind, and an additional tax will be levied on “processors” (storage and 
distribution entrepreneurs). The government hopes to obtain about 16 
million bushels of rice from these taxes, and will enter the market to 
purchase additional requirements. The success of this effort requires 
prompt implementation of instructions to collect the taxes. 

During the October session of the Pyithu Hluttaw, Burma’s national 
assembly, U Ne Win made remarks that seemed to indicate a change in 
policy toward participation of foreign private firms in Burma’s economic 
development. Although specific measures were not announced, the call for 
change will be closely followed for signs of increased international eco- 
nomic and political contacts. 

In the midst of these major economic policy announcements, Burma 
went through its second currency demonetization in less than two years. 
On September 5th, all 75, 35, and 25-kyat notes were removed from circu- 
lation, affecting 80% of the country’s money supply. Unlike the 1985 de- 
monetization, this change did not allow for conversion. Inclusion of the 
widely-held 25-kyat notes affected virtually everyone and effectively wiped 
out the savings of ordinary Burmese who could ill afford the loss. New 45 
and 90-kyat denominations have entered the money supply, but those 
holding the demonetized banknotes are stuck with worthless paper. 

The move had several purposes. One was to weaken inflation by reduc- 
ing the amount of money in circulation. Another was to destroy the value 
of huge holdings of the designated notes by insurgent groups, black mar- 
keteers in Burma and Thailand, and wealthy merchants who, it was feared, 
would attempt to gain control of the newly-free rice market. While seri- 
ously affecting these targeted groups, the demonetization also caused wide- 
spread hardship and despair, and triggered the first violent student 
demonstrations since the 1974 riots surrounding the funeral of former 
U.N. Secretary-General U Thant. Sizeable demonstrations took place in 
Rangoon and Mandalay, with lesser ones in other Burmese cities. Those 
in Mandalay were the most intense, but casualties and damage were low. 
Police were able to handle the students in a low-key manner, and while 
military forces were on alert, they were out of sight. Closure of all schools, 
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including universities and colleges in the midst of exams, quickly defused 
the situation and within a few days all was back to normal. 

Demonetization apparently was also intended to reduce high prices on 
the black market. Initially this did, in fact, occur as merchants confronted 
customers who had little if any legal tender and the demand for goods 
plummeted. However, within weeks of the demonetization, prices re- 
sumed their prior levels and continued an inexorable increase at an esti- 
mated real inflation rate of over 20% annually. 

It remains to be seen what effects the new economic policies will have in 
dealing with Burma’s continuing economic decline. The country contin- 
ues to be burdened with a petroleum shortage that has reduced power sup- 
plies and closed or curtailed the operations of many major industrial 
plants, hampered transportation of goods and people, brought foreign- 
sponsored major capital improvement projects to a halt, and even affected 
military operations. The government’s refusal to provide production in- 
centives or raise prices on controlled goods has spurred the black market 
into a price spiral that shows no signs of stopping. Low commodity prices 
on world markets have reduced export revenues and lowered imports of 
much-needed foreign materials and products. While official figures are not 
released, it is estimated that debt service has increased from about 60% to 
close to 70% of export revenues. Foreign exchange reserves are down to 
only about two weeks of government operational costs. There is clearly a 
need for major economic change. 

One possible measure of assistance would come with the expected ap- 
proval by the United Nations of Burma’s request for redesignation as a 
least developed nation. While an embarrassing blow to its international 
prestige, the designation would enable some donors to convert loans to 
grants. There is also hope, but no firm indicators, that Burma will change 
policies to allow increased foreign investment and participation in eco- 
nomic development. Areas long of interest to investor nations include on- 
shore oil exploration and production, many opportunities in mining and 
timber, and capital investment in industrial production. 

Movement of the private sector into the previously-controlled rice mar- 
ket, coupled with higher rice prices on the world market because of 
smaller than expected crops in Burma’s neighboring countries, could also 
stimulate economic development. But much depends on the capability of 
the government to provide the structure for procurement and export of the 
rice crop, as well as the size of the impending harvest. 
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Military Developments: The Offensives 

Continue 
The Burmese Army has surprised many observers by the strength of its 
tactical advances on several fronts. Beginning with the successful blunting 
of the November 1986 attack by the Burma Communist Party (BCP) at 
Mu Se, the armed forces have demonstrated a high level of esprit and stay- 
ing power. Not only did the army defeat the BCP offensive, it succeeded 
in regaining control of a wide area of northern Shan State that had been 
under BCP control for many years. Regaining control of much of the bor- 
der with China has also increased commerce with the PRC. Insurgent 
interdiction of the Burma Road from Mandalay to Mu Se has decreased, 
and while military and government vehicles must still travel in convoy, 
private trucks and buses travel freely with only occasional stops by insur- 
gents collecting “taxes.” 

Another major success has been the army’s series of operations in 
Kachin State. Between May and September the Burmese Army seized the 
Kachin Independence Army (KIA) and Kachin Independence Organiza- 
tion (KIO) military and civil centers at Pajao and Nahpaw as well as the 
commercial center of Lweje. A series of battles resulted in the announced 
capture of all KIA bases along the southern portion of the Burma-China 
border. The highly-publicized tactical successes have been accompanied 
by announcements that governmental infrastructures will be installed and 
protected in the newly-captured areas. If the government is successful in 
consolidating its presence in these areas, it will have taken a major step 
toward ending the debilitating insurgency in northern Burma. 

The government’s 40-year struggle with the Karen National Union 
(KNU) has also gained ground. However, military operations were over- 
shadowed by political developments within the insurgent National Demo- 
cratic Front (NDF), in which the longtime KNU leader, General Bo Mya, 
was replaced as NDF leader by Saw Man Reh, a Karenni. (The NDF is 
the umbrella organization for nine rebel groups). Bo Mya’s refusal to deal 
with narcotics traffickers in the Shan and Kachin insurgent movements— 
thus depriving the NDF of lucrative revenues—clashed with the practical 
realities of reduced income from taxing black market goods moving 
through KNU-controlled areas. The new NDF leadership is expected to 
explore ways to cooperate with the Shan warlords and even the BCP in 
order to share in much-needed profits from the narcotics trade. Burmese 
military operations and the effects of demonetization have drastically re- 
duced KNU income from taxes on smuggled goods moving between Thai- 
land and Burma. Economic hardship and the effects of continuous 
military siege have reduced the KNU to its lowest state in many years. 
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The Burmese government now feels so confident of its position in Karen 
State that in November the Ministry of Defense conducted the first visit 
ever made there by the foreign military attaché corps. In a briefing for the 
attachés and accompanying domestic and foreign newsmen, government 
officials outlined the economic and political advances achieved in Karen 
State and predicted that the KNU would be effectively eliminated within 
two years. Most of the estimated 2,600 KNU adherents have been isolated 
in enclaves astride the Thai border, a politically sensitive situation that 
requires a steady but less forceful strategy against the insurgents. 

In Shan State, military operations have increased pressure on narcotics 
warlords, and aerial spraying of opium poppy fields and ground operations 
to destroy poppy and marijuana fields have been expanded. Nevertheless, 
the high profits to be obtained from illicit narcotics production continue to 
sustain the heritage of cultivation and trafficking. Conflicts among the 
BCP and the various warlord groups swirl as changing loyalties follow 
marriages of convenience and profit and add an interesting factor to the 
opium and heroin equation. 


International Relations 

Burmese officials continued to expand international contacts during 1987. 
U Ne Win made personal visits to the United States, the Federal Republic 
of Germany (FRG), and elsewhere early in the year. President and BSPP 
Vice-Chairman U San Yu made state visits to Yugoslavia, Rumania, and 
the FRG. Government ministers visited a number of countries, including 
China and the United States. Minister of Defense Thura U Kyaw Htin 
and Armed Forces Chief of Staff General Saw Maung made visits to Indo- 
nesia, Malaysia, and Thailand. The Thai trip, reciprocating Army Com- 
mander-in-Chief General Chaovalit’s visit to Burma last year, may have 
been particularly helpful in forging new understanding on matters involv- 
ing the very active Thai-Burma border. 

Burma continues to view its relationship with China as its single most 
important bilateral tie. The understanding achieved by U Ne Win during 
his 1985 visit to Beijing has blossomed. Chinese engineers are constructing 
the country’s longest bridge across the Pegu River at Rangoon, and will 
conduct a technical survey of Burma’s onshore oil fields with the aim of 
increasing production. A steady stream of goodwill visits by youth, cul- 
tural, and sports teams between the two countries emphasizes the impor- 
tance of the tie. There is sizeable trade as well, although a considerable 
portion of it is conducted on a free market basis by private traders. 

An important question on the horizon is the extent to which Burma’s 
leadership will choose to expand its ties with other countries. Burma’s 
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immense natural resources and industrious population give it tremendous 
potential for economic development if policy changes would allow for 
greater incentives and increased foreign participation in national develop- 
ment. U Ne Win has resisted for many years the opening to the outside 
that is a prerequisite to increased foreign investment. Now, however, the 
situation seems more favorable than at any time in the recent past for in- 
creased foreign ties. The chairman’s call for change is fraught with poten- 
tial, but the specifics have yet to be formulated. Change is in the air, but 
the breeze has not yet started to blow. 





THE PHILIPPINES IN 1987 


Challenges of Redemocratization 


Carolina G. Hernandez 








In 1987, the second year of Corazon C. Aquino’s pres- 
idency of the Philippines, much of the enthusiasm that marked the Febru- 
ary Revolution vanished as the government faced one setback after 
another in earnestly trying to address the problems inherited from decades 
of misrule. If much acclaim attended President Aquino’s challenge to 
Marcos during the snap presidential elections and her rise to power in 
February 1986, much criticism came her way in 1987 as she responded to 
the difficult task of governing a country in transition from dictatorship to 
democracy amid tremendous economic difficulties and continuing political 
instability. Attempts to bring peace and economic prosperity to her trou- 
bled country were blocked by extremists in and out of the government. 
Redemocratization has also been hampered by sectors that stood to lose 
positions of privilege and power. The past year in many ways may be 
viewed from the prism of redemocratization, a process that is never easy 
and, in the case of the Philippines, was complicated by the manner in 
which the change from dictatorship to democracy took place. This review 
of the Philippines in 1987 focuses on the country’s efforts to meet the chal- 
lenges of redemocratization, for indeed this appears to be the unstated 
theme of the February Revolution and the overarching principle of the 
present government. Economic recovery is certainly equally important, 
but it is sought preferably within a broad democratic framework rather 
than under a dictatorship. Economic prosperity would also make 
redemocratization more meaningful as ordinary citizens would then be 
able to participate much more effectively and substantively in the tasks of 
governance and decision-making. Part one of the article reviews the pro- 
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cess of rebuilding democratic political institutions; part two addresses the 
task of building the socioeconomic foundations of meaningful democracy; 
part three discusses the pursuit of peace by the government through an end 
to the twin insurgencies plaguing the country. Inasmuch as the military 
was a partner of the dictatorship, some of its members have tended to 
block the efforts at redemocratization, as it entails a redefinition of the 
military’s function in society. Consequently, a good many developments 
in the Philippines in 1987 stemmed from challenges to the very survival of 
the government posed by some groups in the military. Part four analyzes 
the moves by these groups as they impinge on the process of redemocra- 
tization. Part five discusses foreign relations during the past year as they 
affect the building of a more secure external environment within which the 
goals of political stability and redemocratization might be achieved; the 
conclusion views prospects for 1988. 


Rebuilding Democratic Political 
Institutions 
The transition from dictatorship to democracy requires a good deal of in- 
stitution-building inasmuch as the institutions proper to each regime are 
markedly different. The Aquino government’s commitment to restore de- 
mocracy to the country necessarily entailed the rebuilding of democratic 
political institutions that were destroyed during the Marcos dictatorship. 


Ratifying a New Constitution 
The first task was to lay the foundation for these institutions through the 
drafting and ratification of a new constitution. This was accomplished 
early in 1987 with the plebiscite on February 2 overwhelmingly delivering 
a “yes” vote for the draft charter. However, the campaign for ratification 
centered more on President Aquino’s popularity than on the merits of the 
draft charter. Her opponents in Marcos’s old party, the Kilusang Bagong 
Lipunan (KBL or New Society Movement), cast the ratification process as: 
a vote for the constitution is a vote for Cory Aquino. They still held the 
view that she was not the legitimate president, not having been duly 
elected and proclaimed under the Marcos constitution. They were joined 
by others such as former Defense Minister Juan Ponce Enrile, whose sup- 
port came from one wing of the old Nacionalista Party, and a number of 
politicians who used to be with the coalition now in power but who be- 
came disgruntled with the Aquino government for personal and other rea- 
sons. They viewed the ratification of the draft charter as a means of 
determining whether President Aquino had the mandate to rule. The draft 
charter’s Transitory Provisions stated that the incumbent president and 
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vice-president were to serve a six-year-term of office ending in 1992. Thus, 
if the electorate approved the draft charter, it would mean a legitimization 
of the outcome of the February Revolution and Cory Aquino would have 
earned the mandate to rule. 

It appeared in the plebiscite that ratification was indeed accomplished 
by the president’s personal charisma more than on the merits of the pro- 
posed constitution. Some social scientists who participated in the educa- 
tion campaign prior to the plebiscite noted that the bottom line for most 
people, especially in rural areas, was whatever President Cory preferred.! 
At the same time it was reported that only 32% of the electorate had read 
the draft charter by the time of the plebiscite,? and yet the vote for it was 
76.37% in favor and only 22.65% against. This could mean that indeed 
the vote for the draft charter was a vote for Cory Aquino. 

In many ways the new constitution was a return to an American-style 
presidential government in which separation of powers and checks and 
balances characterize the relationship between the executive, legislature, 
and judiciary. It provided for a bicameral legislature with a Senate elected 
nationwide and a House of Representatives filled through a combination of 
geographic representation and a party list system. Seared by the tragic 
consequences of a powerful executive, the framers of the new constitution 
drastically trimmed executive powers, a decision that could have far-rang- 
ing implications for the capability and flexibility of the executive to govern 
a society plagued by serious economic, social, and political problems. 

The new constitution also secured the national patrimony by writing 
lengthy provisions on the economy and the patrimony. It constrained the 
ability of the government to enter into agreements on foreign military ba- 
ses by requiring any such agreement to have the status of a treaty from 
each party’s point of view. It similarly watered down the value of 
whatever foreign military bases might be allowed on Philippine territory 
by adopting a nuclear weapons-free policy. 

While the constitution was overwhelmingly supported by the electorate, 
it did not gain the support of the military during the plebiscite; 60% of the 
military voters cast their ballots against the draft charter.* This could 
mean they either rejected certain provisions in the draft, especially those 
pertaining to the military, or they were voting against President Aquino. 


l. From oral accounts of social scientists who formed part of the Philippine Social Science 
Council’s Task Force for the Educational Campaign on the Constitution. 

2. Mahar K. Mangahas, from a survey conducted by the Social Weather Stations, Inc., 
March 1987. 

3. “Final count: COMELEC proclaims ‘yes’ win,” Manila Bulletin, 8 February 1987, p. 1. 

4. “Cory happy but notes ‘no’ vote of military,” Manila Bulletin, 4 February 1987, p. 1. 
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Nevertheless, upon ratification, the military command and the rank and 
file pledged their loyalty to the constitution and swore to defend it. The 
outcome of coup attempts since the plebiscite tends to demonstrate the 
military’s overall support for the new constitutional order. 


Electing a Legislature 
On May 11, 1987, elections for the two houses of Congress were held. In 
another show of Aquino popularity, the hand-picked Cory candidates won 
overwhelmingly in both houses. For the Senate, it is probable that had 
the Commission on Elections (COMELEC), the body in charge of electo- 
ral procedures, been more efficient, only one nongovernment candidate 
would have won. 

Elections to the House of Representatives highlighted one problem re- 
lated to the absence of a single political party under President Aquino. In 
a number of instances, several candidates of the coalesced parties under 
Aquino contested the same congressional seats, thereby splitting the votes 
of her supporters and enabling opposition candidates to win. This unfortu- 
nate outcome was expected to be repeated during the local elections on 
January 18, 1988, in the face of competition between two major groups 
within the government coalition: the Jovito Salonga wing of the old Lib- 
eral Party and the PDP-LABAN (Philippine Democratic Party or Lakas 
ng Bayan)? led by President Aquino’s younger brother, Jose (Peping) 
Cojuangco. This situation is bound to affect the cohesion of the coalition 
in Congress and could derail priority government programs in the near 
future. It is also bound to affect the ability of the government to get its 
programs implemented properly and effectively in the local areas, the place 
where government performance will be judged in the final analysis. 


Setting the Parameters of Press Freedom 
The February Revolution unleashed the energies of the press, long sup- 
pressed under the fourteen years of dictatorship. Acknowledging the im- 
portance of a free press in any democracy, full liberty has been granted to 
it. Unfortunately, in part due to the stiff competition among some 25 dai- 
lies for the five million Filipino readers throughout the country, licentious 
tendencies and grossly irresponsible journalism surfaced once again. Ru- 
mor is sometimes passed on as fact, thereby contributing to the feeling of 


5. Lakas ng Bayan (People’s Power) was the party formed by the late Senator Benigno S. 
Aquino, Jr., when he ran for the Interim Batasang Pambansa (National Assembly) in 1978. 
Salonga is considered a strong contender for the presidency in 1992. While pledging his 
continued support for President Aquino, he insisted on fielding his party’s own candidates 
even in areas where she had endorsed candidates for local government posts. 


THE PHILIPPINES 233 


uncertainty generated by persistent challenges to the government by ex- 
tremists from both ends of the political spectrum. During the coup at- 
tempts of January, April, and August, antigovernment radio stations 
carried out disinformation campaigns that confused the public, contrib- 
uted in no small measure to its sense of panic, and eroded public confi- 
dence in the government’s ability to surmount the attempts. 

The government, in self-defense, ordered the closing of one radio station 
that was notorious not only for its attacks against the government but also 
for irresponsible and misleading news reporting. This produced allega- 
tions of curtailment of press freedom, the thinking being that the act 
would cripple dissent and reverse the democratic gains of the February 
Revolution. On the other hand, the government has a duty to create an 
environment where the public is given access to accurate and not false 
information. It has a duty to curb license. Finding the appropriate bal- 
ance between these two seemingly contending claims was one of the chal- 
lenges of redemocratization facing the Aquino government. 


Preparing for Local Elections 

One of the issues raised preparatory to the holding of local elections, and 
with a view to fleshing out the constitution through legislation, was on 
political dynasty. The constitution prohibits political dynasties but left the 
specific details of this prohibition to Congress. The issue came up when 
several close relatives of incumbent political leaders expressed their desire 
to become candidates in the local elections. In the end, Congress passed a 
bill prohibiting the candidacy of relatives of high-ranking government offi- 
cials within the second degree of consanguinity, but to take effect after 
1988. This cleared the way for relatives of powerful political actors to 
contest the 1988 local elections. 

As already noted, the absence of a single government party presented a 
number of problems, chief of which was the danger of splitting progovern- 
ment votes. Another was the cooptation by PDP-LABAN of Marcos’s 
close associates in the Ilocos region who had fielded their own candidates 
under the PDP-LABAN banner. This spurred public criticism, a degree 
of divisiveness among the leaders of PDP-LABAN itself, and disenchant- 
ment of President Aquino’s supporters who resented the return of Marcos 
men into the political limelight. Still another problem was the return of 
election violence in which candidates, their ward leaders, and others were 
killed or injured. The scale of violence was at pre-1972 levels, and the 


6. The number of violent election-related incidents left 44 dead, 19 wounded, and 14 kid- 
napped. Ang Pahayagang Malaya, 2 January 1988, p. 1. 
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police and military seemed helpless to prevent more killings from taking 
place. 


Building the Socioeconomic Foundations 

of Democracy 
It is widely believed that many of the problems confronting Philippine so- 
ciety could be solved if the economy were to improve at levels that could 
alleviate poverty and generate employment. About 60% of the population 
lives below the poverty line; at year’s end unemployment stood at 11.3% 
(down from 14.2% in April) and underemployment at 33.6%. For these 
reasons, the country’s Medium Term Development Plan for 1987-1992 
sought to generate more productive jobs (one million new jobs per year), 
sustain growth at 6.8% per year, and achieve equity and social justice.’ 

The economy’s capacity to grow was indicated in 1986 when the GNP 
increased by 1.5%; in 1987 it grew by 5.05%, outstripping for the first 
time in four years the country’s annual population growth.® The original 
projection of 6.5% growth in 1987 was not reached due to a combination 
of factors: the adverse effects of military coups culminating in the failed 
August 28 coup led by Lt. Col. Gregorio (Gringo) Honasan; the persis- 
tence of the communist insurgency; the deterioration of peace and order; 
and the devastation wrought by natural calamities such as the draught and 
typhoons. Consumption-led growth is expected to continue in 1987. It 
could be facilitated by good copper and gold prices and invisible earnings 
such as from tourism. Improvement in the tourist industry could result 
from an improved image of the Philippines stemming from the tough line 
taken by the government against coup makers and the successful holding 
of the Third ASEAN Summit in December. 

In 1987, the government passed a law increasing the minimum wage by 
10 pesos (50 cents). This was higher than the 10% increase for which 
employers lobbied, though lower than that expected by labor. The Secre- 
tary of Labor also gained the confidence of his constituency, including the 
radical May Ist Movement (Kilusang Mayo Uno or KMU), a situation 
that should improve government’s capacity to mediate in labor disputes. 
This could be facilitated by the reported loss of many of KMU’s local 
organizers to another labor bloc identified with Social Democrats,’ a de- 


7. National Economic Development Authority, The Philippine Medium Term Develop- 
ment Plan; 1987-1992 (Manila: NEDA, 1987). 
` 8. Raul Marcelo, “GNP grew by 5.05%, may hit 6.5 % in 1988,” Business Chronicle, 30 
December 1987, p. 11. 

9. “KMU faces test,” in “Between Deadlines,” Philippine Daily Inquirer, 31 December 
1987, p. 4. 
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velopment that would have implications for the KMU’s bargaining 
strength. The Labor Secretary also fought hard against a plan to adopt a 
five-year moratorium on strikes in order to encourage investment into the 
country. This earned him the respect of labor leaders, but it left the ques- 
tion of industrial peace largely unsettled. 

Shortly before the convening of Congress in July, President Aquino 
signed proclamation no. 131 and executive order no. 226 pertaining to a 
Comprehensive Agrarian Reform Program (CARP). Unfortunately, she 
left the most contentious issues to legislative action. These were the reten- 
tion limit, priority schemes, and compensation to landowners. By year’s 
end, Congress, with more than one version of a program proposed in each 
house, had not been able to pass an agrarian reform bill acceptable to all 
concerned sectors. In the Senate two committees, chaired by Senators 
Heherson Alvarez and Agapito (Butz) Aquino, came up with different ver- 
sions, which they failed to reconcile.!° The Alvarez version set retention 
limits at seven hectares for rice and corn, twelve hectares for coconut, and 
fifteen hectares for sugar. Agricultural lands devoted to other crops were 
to be communally owned. It proposed for compensation to landlords a 
10% cash payment and 90% in secured bonds to be used either to pay for 
choice government properties being subjected to privatization or as collat- 
eral for loans. 

The Aquino version recommended a three-hectare retention limit for all 
types of land and outright expropriation for absentee landlords. For com- 
pensation, it proposed a 30% cash payment and a 70% payment in bonds. 
It remained unclear whether Congress was up to the task of legislating a 
single bill that not only would be acceptable to the relevant groups, but 
also implementable. Its ability or inability to do so would be viewed as a 
measure of its commitment to social equity. 

The Philippine external debt stood at over $28 billion in 1987. Rejecting 
debt repudiation, the government sought through rescheduling to lighten 
the burden of debt servicing, which eats up 35-40% of GNP per year. In 
July, it signed an agreement with 483 creditor banks rescheduling $13.2 
billion of commercial loans falling due between 1987 and 1992. The gov- 
ernment also got the Paris club to reschedule $870 million of foreign debt 
that was due between January 1987 and June 1988, covering the entire 
principal and 70% of the interest payments with a five-year grace period.!! 
In spite of this, many Filipinos remained opposed to the onerous burden of 


10, “Kinks in land bill ironed out,” Philippine Daily Inquirer, 25 October 1987, pp. 1, 10. 

11. Bernardo M. Villegas, “The Philippine Economy: The Strongest Link in the Transi- 
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Sabah, Malaysia, 5-8 November 1987, p. 3. 
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servicing debts that they felt were contracted contrary to the public inter- 
est. Congress tended to share this concern and moved to look into the 
feasibility of selective debt repudiation. 


Pursuing an End to the Insurgencies 
The year saw the failure of the government’s attempt to end the commu- 
nist and Moro insurgencies by peaceful means. A truce between the gov- 
ernment and the umbrella organization of underground leftist groups, the 
National Democratic Front (NDF), came into effect on December 10, 
1986, but before the end of the 60-day ceasefire, peace talks collapsed (on 
January 22, 1987) over disagreement on key issues. The government could 
not accept the NDF proposal for power sharing during a transition period, 
and the NDF rejected a government proposal to limit the negotiations 
within the framework of the constitution. The government also rejected 
the proposals for immediate abrogation of the Military Bases Agreement 
(MBA) with the United States and the integration of the New People’s 
Army (NPA) into the Armed Forces of the Philippines (AFP).!2 

Efforts to end Moro secessionism through peaceful means similarly 
failed. While the government was prepared to abide by the grant of mean- 
ingful autonomy to the 13 provinces in Mindanao covered by the Tripoli 
Agreement of December 23, 1976, Nur Misuari of the Moro National Lib- 
eration Front (MNLF) wanted, in effect, a state within a state for 23 prov- 
inces in Mindanao, Sulu, and Palawan. He demanded full powers to 
appoint the officials of an autonomous administrative body for Mindanao 
as well as to have the MNLF as his army,}3 independent of the AFP com- 
mand. These conditions were obviously unacceptable to the government. 
At the same time, other Moro groups would not accept any agreement 
which might be forged between the government and the MNLF, as they 
too wanted to be part of the negotiations. Consequently, the peace talks 
collapsed and the Moro insurgency remained unresolved. 

In reaction to the failure of the peace initiatives by the government, 
President Aquino adopted a hardline approach, especially with regard to 
the communist insurgency. This included the toleration, if not active en- 
couragement, of the use of civilian volunteers to carry out counterin- 


12. Tess Villanueva, “Ceasefire talks collapse dashes nation’s hope for lasting peace” in 
“Looking Back at 1987, A Special Chronicle Yearend Report,” The Manila Chronicle, 31 
December 1987, p. 15. 

13. From an oral account of a member of the government panel in the Mindanao peace 
talks. For a detailed analysis of Aquino’s peace policies, see Alex Bello Brillantes, “Insur- 
gency and Peace Policies of the Aquino Government,” PSSC Social Science Information, 
April-September 1987, pp. 3-9 and 42. 
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surgency. Amnesty International documented alleged human rights 
violations by these volunteers throughout the country,'+ while opposition 
to their use was raised by cause-oriented groups and a number of academ- 
ics. The use of volunteers would be controversial for as long as they re- 
mained inadequately—if at all—trained and supervised and for as long as 
the government response to insurgency remained tilted in favor of the mili- 
tary approach. 

While the communist insurgency continued to challenge the govern- 
ment, there appeared to be some signs of waning popular support for the 
insurgents. A 1987 nationwide poll indicated this!> at the same time that 
the blowing up of bridges and other public facilities by the NPA earned 
much criticism from the public. It is not farfetched to say that the popu- 
larity of the vigilantes in some areas of the country could be an indication 
of the desire of the population to put an end to the insurgency that has 
disrupted their lives for the past 18 years. The ability of the government’s 
rebel returnee program to attract a few thousand rebels through economic 
rehabilitation and emergency employment could very well isolate the hard 
core elements from those who joined the insurgency for economic reasons. 

The NDF also shifted its policy with regard to assistance from external 
sources and attacks on U.S. military personnel. Previously abstaining 
from both, a reversal took place in 1987 with an announcement of the 
policy shift'® and an attack on U.S. military personnel in Angeles City, 
the site of Clark Air Force Base. This shift was interpreted as a desperate 
move on the part of the NDF amid erosion of its popular support in the 
countryside. 


Military Threats to Redemocratization 
Of the three coup attempts in 1987, two were initiated by officers loyal to 
Marcos and the third, which was the most serious and bloody, was led by 
one of the main actors in the February Revolution, Gringo Honasan. 
While coups might be viewed as a normal part of the transition from dicta- 
torship to democracy, the Philippine case was complicated by other fac- 
tors. The Philippine military, always subordinated to civilian authority 
since its establishment in 1936, became a partner of government during 
martial law. Its role expansion into traditionally nonmilitary fields and its 


14. Amnesty International, “Philippines: Alleged Human Rights Violations by ‘Vigilante 
Groups’,” AI Index: ASA 35/05/87, London, July 1987 

15. This was disclosed by Felipe B. Miranda at a forum, Academe Meets Government, 
Third World Studies Center, University of the Philippines, 17 November 1987. 

16. From an interview with the chairman of the Communist Party of the Philippines, Ar- 
mando Liwanag, published by Ang Bayan (CPP organ), 7 July 1987. 
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emergence as the primary means of regime support gave it an unprece- 
dented visibility and influence in society and politics. As in other Third 
World countries ruled by military or civilian-military juntas, return to the 
barracks would not be so easy to accomplish. Moreover, a portion of the 
military broke away from Marcos, triggering the popular uprising in 1986. 
Feeling it had a share in the toppling of dictatorship, it claimed an equal 
share in the governance to follow. Insistence by the new civilian authority 
on subordinating the military to itself led some politicized officers to revolt 
against the constitutional order under the guise of military grievances 
(which were real enough) regarding inadequate pay, arms, and supplies, 
and an ineffective counterinsurgency program.!’ The initial kid-glove ap- 
proach to the coup makers of July 1986, used by the Aquino government 
through former Defense Minister Enrile and Chief of Staff General Fidel 
V. Ramos, encouraged subsequent mutinies and coup plots. Military cul- 
ture is in awe of power, it respects discipline, it honors order and hierar- 
chy. Those who uphold these values are respected and those who do not 
are despised and challenged. It is to the government’s credit that by the 
August 28, 1987, attempt it had learned this lesson and approached rebel- 
lion in the army with more firmness and decisiveness. 

An increase in military pay and the dismissal of ineffective and contro- 
versial officials in key government positions were expected to erode the 
base of support for coup makers within the military. The drastic reduction 
of popular support for Gringo and his kind, as shown by public opinion 
polls after August 28, would also reduce the chances of future military 
plots against the government to succeed. And in the final analysis, it 
seems that the majority of the military, for the moment at least, remained 
constitutionalists. The danger lies in eventual leadership of the military by 
younger officers who rose from the ranks during the time of military ascen- 
dance, starting from Marcos’s first term of office. Before that time comes, 
civilian control must be firmly institutionalized to preserve the democratic 
constitutional order. 


Foreign Relations 
The Third ASEAN Summit on December 14-16 occupied foreign affairs 
attention in the Philippines during 1987. Preparations for this historic 
event were underway for one year in the form of meetings and consulta- 
tions by the ASEAN states’ foreign and economic ministers, their senior 
political and economic officials, and private groups who contributed their 


17. Carolina G. Hernandez, ‘Towards Understanding Coups and Civilian-Military Rela- 
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own views on issues that were to be taker up by the heads of government. 
The decision to convene the Third Summit became possible with the in- 
stallation of a new government in Manila. It was an open secret that at 
least two ASEAN leaders were not keen on coming to Manila for a sum- 
mit as long as Marcos was president. Yet, it had been a decade since the 
last summit meeting in Kuala Lumpur, and initiatives developed then had 
reached their outer limits. So there was consensus about the need for an- 
other summit, the problem was the site. By the ASEAN rule of rotation 
by alphabetical order, Manila should host it, but the reluctance of the two 
heads of government balanced by their unwillingness to openly slight 
Marcos by holding it elsewhere, meant no summit would be held at all. 
Cory Aquino’s assumption of power paved the way for holding the Third 
Summit, using the rotation procedure. ASEAN governments were also 
pleased that she chose to make her first state visits to two of their members 
instead of going to Washington, D.C., as previous Philippine presidents 
had done. 

Philippine sincerity in forging closer links with ASEAN countries was 
further demonstrated by bilateral negotiztions with Malaysia in 1986 on 
the Sabah issue. In early 1987, sources at the Foreign Office indicated 
great probability of the issue being settled in the near future.'® It was said 
that the Philippines was prepared to drop the claim over sovereign rights 
provided proprietary rights of heirs of the Sultan of Sulu, who originally 
leased North Borneo (now Sabah) to the British East India Company, 
would be respected. In the normalizaticn of relations with Malaysia, it 
was important to have a border patrol agreement that could ease off infil- 
tration of arms and men through the southern Philippines. In this regard, 
the government initiated moves to settle the Sabah issue, at first through a 
Senate bill and eventually through consultations with leaders of both 
houses of Congress who pledged to cooperate in solving the problem. Bills 
were introduced in both houses dropping Sabah from the territorial bound- 
aries of the Philippines; the Senate measure conditioned this move on a 
conclusion of border, extradition, and other treaties between the Philip- 
pines and Malaysia, and full and satisfactory settlement of the proprietary 
claim and rights of the heirs of the Sultan of Sulu. 

The successful holding of the Third ASEAN Summit in spite of per- 
ceived security risks demonstrated the support of ASEAN countries for 
President Aquino. It gave an important boost both to the morale and the 
image of the Aquino government. It was expected that this would have a 


18. From an interview with a leading member of the Philippine panel who requested ano- 
nymity. 
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“multiplier effect” !? in terms of greater confidence in the Philippine gov- 
ernment by foreign governments, investors, and tourists. Four economic 
agreements came out of the summit: improved tariff preferences under the 
ASEAN Preferential Trading Agreement (PTA), a memorandum of un- 
derstanding on standstill and rollback on nontariff barriers to trade, a re- 
vised ASEAN industrial joint venture scheme, and the promotion and 
protection of intra-ASEAN investment. ASEAN dialogue partner, Japan, 
extended a $2 billion development fund following the Manila summit, and 
pledged enhancement of political and economic cooperation as well as im- 
provement of trade and investment between Japan and ASEAN. 

Another major foreign relations issue to which the government had to 
attend was review of the bases agreement with the United States. Due to 
expire in 1991 upon one year’s notice by either party, the Philippines 
needed as early as 1987 to examine the various options available to it. 
President Aquino maintained her position to observe the agreement until 
1991 and to opt for the best line of action for the country when the time of 
decision comes. In its important role in foreign relations, the Senate, 
through its Foreign Relations Committee, undertook a study of the vari- 
ous options available in order to aid in the development of policy and legis- 
lation governing the bases. Close consultation between President Aquino 
and Senate leaders on the matter is necessary to develop a coherent policy 
that could gain support from the legislative branch. No official ASEAN 
consensus on the bases emerged, even as new Foreign Secretary Raul Man- 
glapus consulted with officials of the other ASEAN countries prior to the 
Manila summit. However, it was reported that such a consensus was ar- 
rived at during the summit in informal meetings between the heads of gov- 
ernment. At any rate, it was important for the Philippines to know where 
its ASEAN partners stood on this matter as Manila prepared for the peri- 
odic review of the agreement in 1988 and as 1991 drew near. 


Prospects for 1988 
The process of redemocratization would be completed with the holding of 
local elections in January 1988 in terms of rebuilding democratic political 
structures that were destroyed during the dictatorship. While this task 
was not an easy one, the harder task of breathing life and giving substance 
to these structures lies ahead. The greatest challenge is getting these struc- 
tures to address the socioeconomic and political problems plaguing the 
majority of Filipinos. To remain viable and for the promise of redemocra- 


19. Maritess Sison, “ASEAN Summit in Manila: Government’s supreme achievement of 
the hour” in “Looking Back at 1987,” p. 12. 
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tization to become meaningful, political power must be used to redress 
these problems. Filipinos can be expected to be more exacting in 1988 on 
the delivery of government promises than they were in 1987 for the simple 
reason that government preoccupation with institution-building in 1987 
would no longer be true in 1988. 

In spite of President Cory’s popularity, there was a change in the out- 
look of Filipinos in 1987. According to a recent nationwide survey, Fili- 
pino optimism dropped from 41% in 1986 to 33% in 1987. Pessimism 
also governed people’s economic outlook. The survey concluded that Fili- 
pinos were slowly losing their confidence in the Aquino government.7° It 
is important, therefore, that the government perform much better in both 
economic and political realms in 1988 in order to reverse this outlook. 
Delivery on President Aquino’s campaign pledge announced on January 
16, 1986, in Davao City can help in this regard. Briefly, she pledged there 
would be efficient land use and equitable distribution of ownership of land; 
repeal of oppressive labor laws and a just share to workers of the fruits of 
their labor, as well as opportunities for total human development; an inte- 
grated solution to the housing problem; respect for the rights of cultural 
minorities; adequate and affordable health care; relevant education and im- 
provement of the lot of teachers; and a solution to insurgency and the 
establishment of peace and order.?! A stronger political will is required to 
get Congress to enact an implementable agrarian reform plan. This is very 
important if interested friends like Japan are to be encouraged to assist in 
financing what could be an expensive social redistribution program; it is 
equally important because land redistribution is widely believed to have a 
positive impact on any program addressing the communist insurgency. 

If government is able to perform well in both the economic and the 
political realms and is able to sustain its popularity, threats of coups will 
be significantly reduced. Equally important in this regard is the demon- 
stration of earnestness in reducing graft and corruption and meeting the 
allegations of cronyism and the excessive role of family in politics. These 
are some of the objectionable features of the Marcos dictatorship that have 
surfaced anew and have disenchanted many Cory supporters. They have 
to be dealt with decisively if popular support, so essential to the survival of 
both the government and the democratic order, is to be sustained. 


20. The survey was conducted by the Asia Research Organization, an affiliate of Gallup 
International, Inc. The findings were reported in “Filipinos not too optimistic,” The Manila 
Chronicle, 1 January 1988, pp. 1, 5. 

21. Cory C. Aquino, “Broken Promises in the Land of Promise,” speech delivered at the 
Ateneo de Davao Gymnasium, Davao City, 16 January 1986. 





PAPUA NEW GUINEA IN 1987 


Wingti’s Coalition in a Disabled 
System 


Yaw Saffu 








The year 1987 was inevitably dominated by electoral 
politics. The three-week voting period, June 13—July 4, separated a drawn- 
out, issueless, but frantic campaign from the even more frenetic post-elec- 
tion marshaling of successful candidates to form a government. From a 
position of virtual defeat at the polls, Paias Wingti’s coalition crawled back 
to power with substantially the same motley group with whom he had 
governed since November 1985. The only defector from his previous coa- 
lition was the National Party (NP), which joined the Michael Somare 
camp and gave it the semblance of a winning coalition until the eleventh 
hour when Wingti’s superior guile and cunning proved decisive. The elec- 
tion and its aftermath pointed to an urgent need to plug some gaping holes 
in the democratic facade of the country before the whole edifice becomes 
irreparable. 


The Oversubscribed Election 
Papua New Guinea probably leads the world in the abundance of choice 
its citizens give themselves at elections, at least in the number of candi- 
dates and parties if not in policies and ideologies. The 109 seats in the 
legislature were contested in 1987 by 1,513 candidates, an average of four- 
teen for each seat (compared with eight in 1977 and ten in 1982).! One 
constituency had as many as 45 candidates; seventeen constituencies had 
twenty or more. With such large numbers, it was not surprising that only 
seven seats were won with an absolute majority of votes cast, while as 
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many as 82 seats were won with less than 30% of the votes. The number 
of seats won with less than 20% of the votes rose from 24 in 1982 to 41 in 
1987. Fifteen parties contested the election, sponsoring a third of the can- 


didates. 


TABLE 1 PNG NATIONAL ELECTION, 1987* 


Seats Held at Votes Percent Seats Pecent 

Party Dissolution Obtained Votes Won** Seats 
Independent 8 1,117,635 40.9 22 20.8 
Pangu Party 35 408,082 14.9 26 24.5 
People’s Democratic 

Movement (PDM) 20 298,712 10.9 17 16.0 
People’s Progress Party 

(PPP) 13 168,280 6.2 5 4.7 
Melanesian Alliance (MA) 4 153,611 5.6 7 6.6 
National Party 12 135,761 5.0 12 11.3 
League for National 

Advancement (LNA) 5 132,001 4.8 3 2.8 
People’s Action Party 

(PAP) 3 87,836 3.2 6 5.6 
United Party 6 87,243 3.2 1 1.0 
Morobe Independent Group 

(MIG) 0 60,922 2.2 4 3.8 
Papua Party 3 34,636 1.2 3 2.8 
Papua Besena 0 17,122 0.6 0 0 
Wantok Party 0 17,028 0.6 0 0 
Country Party 0 10,743 0.4 0 0 
Leiba Party 0 2,611 0.1 0 0 
National Settlement Party 0 164 0.0 0 0 
TOTAL 109 2,732,387 99.9 106 99.9 


SOURCE: 1987 National Election Voting Statistics (Port Moresby: Electoral Commission, 
1987), pp. 2 and 3. 
*As declared by the Electoral Commissioner on July 15, 1987. 
**Three more results were declared later. PPP, National Party, and PDM all increased their 
seats by one. But these figures were the bases on which the intensive bargaining and 
lobbying were conducted in the postelection period. 


Table 1 demonstrates at least three things about the PNG political sys- 
tem. First, the party system is extremely fractionalized. Second, there is 
evident dissatisfaction with, or increasing disregard for, political parties by 
voters. Alternatively, either the political parties are failing to spot candi- 
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dates who are likely to win, or some strong candidates are refusing to be 
openly identified with a party, preferring to keep their options open in the 
postelection numbers game. Third, the election results constitute a recipe 
for delicate coalition politics that could easily border on governmental im- 
mobility, instability, or both. 

Of the fifteen parties contesting the election, only two managed to poll 
more than 10% of the votes. Pangu Pati, led by the veteran politician and 
opposition leader, Somare, polled 14.9% and took 24.5% of the seats. 
PDM, led by incumbent Prime Minister Wingti, polled 10.9% and took 
16% of the seats. A comparison of columns 2 and 5 shows that most 
parties lost seats in the election. The independent candidates, on the other 
hand, won 40.9% of the votes—not surprising, given that two out of three 
candidates stood as independents—and increased their representation by 
175%. If not for the distorting effects of the electoral system, which gave 
the independents far fewer seats than they deserved on the basis of the 
votes they polled, the destabilizing potential of their performance would 
have been even more glaring. With many more than the 22 seats they did 
win, some independents might have tried to lead a coalition rather than 
join one. A coalition led by a party of nonparty independents would have 
summarized exactly the paradox at the heart of PNG’s political predica- 
ment, that is, political actors believe in solidarity (communal) but avoid 
solidarity (associational). A member of Parliament’s pronounced individ- 
ualism and his freedom from party discipline and party loyalty is built 
upon communal solidarity, which delivers the vote. 

Other worrying trends, as far as the legitimizing function of elections is 
concerned, must be mentioned here. The first is the extent of voting by 
people who are not on the electoral rolls. While enrollment is compulsory 
for everyone over the age of eighteen, anybody can vote just by turning up 
at a polling station and declaring eligibility by age and residence. The 
potential for abuse of this provision has always been recognized, and in 
1987 the abuse was widespread. At some polling stations, the so-called 
“sectional vote” exceeded 50% of the total vote. Allegations of underage 
voting, importation over long distances of busloads of guest voters, multi- 
ple voting and, inevitably, bribery were well substantiated all across the 
country, but nowhere more than in the Highlands. Thus, one of the re- 
deeming democratic features of PNG elections, consistently high voter 
turnouts (estimated by the Electoral Commission at 72.9% in 1987), also 
has to be heavily discounted. 

The second trend relates to the increased incidence of electoral violence 
and acts of lawlessness before, during, and especially after the elections. 
Losing candidates and their supporters led the rampage in 1987, burning 
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schools and government buildings and attacking innocent officials and 
teachers. An observation by the city manager of PNG’s second city was 
echoed in many parts of the country: “This is the worst election I can 
remember. ... Unrest during polling and counting must be taken as a 
warning of worse to come.”* The number of results disputed in the courts 
is high, and while only a few challenges usually succeed in voiding them, 
charges of fraud, bribery, and other illegal practices fly so thick and fast 
that some damage to the capacity of elections to legitimize the government 
and the system must be presumed. 


The Post-Election Poker Game 
The PNG constitution gives politicians up to 21 days, between the return 
of writs and the first day of the new Parliament, to put together the neces- 
sary numbers to form a government.’ The minimum number required to 
elect a prime minister on the floor of Parliament this time was 54, as three 
out of the 109 seats were to be filled later (their elections had been delayed 
by the deaths of candidates). Whether the indecisive results had created a 
more confused postelection situation than usual, or whether the stakes had 
become so much higher than usual, the thin line between the well-devel- 
oped pragmatism of PNG politicians and unprincipled political opportu- 
nism seemed to disappear. For quite a number of MPs who switched from 
camp to camp (and some switched not once or twice but several times) the 
only pertinent consideration seemed to be: “What’s in it for me?” Trust, 
loyalty, reputation for integrity, party interest, national interest, all seemed 
utterly dispensable. To the extent that increasing cynicism is injurious to 
the health of a political system, the postelection antics of politicians were 
most damaging. The Ombudsman Commission, charged with monitoring 
the observance of the Leadership Code, felt obliged to issue a public warn- 
ing: “A member of Parliament endorsed by a political party should be 
careful that, if one of his first acts is to vote against the party the people 
have elected him to support, that action does raise doubts about his integ- 


2. Post Courier, July 13, 1987. The Electoral Commissioner, commenting on the violence, 
also said: “All future elections in the Highlands have been jeopardised by this intolerable 
behaviour,” /987 Report, p. 19. 

3. During the three weeks, a defeated prime minister and defeated ministers continue to 
act in their positions until Parliament meets and a new prime minister is elected. The large 
number of ministers who lost their seats in 1987, plus the opposition’s allegations that deci- 
sions regarding sale of government houses were taken by the cabinet during this period, fo- 
cused attention on the need to do something about this provision. 
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rity and possible misconduct in office.”* But that warning was like water 
on a duck’s back. 

For most of the three-week period, Somare looked the surer bet to lead a 
winning coalition. The NP, under its new leadership (lambakey Okuk 
having died in November 1986 and Stephen Tago having lost his seat), 
decided to pull out of Wingti’s coalition and join the Somare camp. The 
primary reason for the move was the bitterness engendered by the struggle 
between Wingti’s People’s Democratic Movement (PDM) and the NP for 
partisan advantage and electoral supremacy in the Highlands, particularly 
the western Highlands where Wingti and NP leader Michael Mel come 
from and have their personal power bases. Regional themes employed by 
PDM appeared to work quite effectively against other parties with some 
presence in the Highlands, but not against the NP, itself a Highlands-based 
party. Opting out of the Wingti coalition also made political sense in 
terms of the number of ministerial positions that another Highlands party 
could realistically expect to get. Further, giving the deputy prime minis- 
tership to a Highlander such as Michael Mel would be political dynamite 
in the Wingti camp, while in the Somare camp it would not. As a result of 
a power play in 1985, Somare’s Pangu Pati also was allied with the Mela- 
nesian Alliance of Fr. John Momis, and other partners in the coalition 
were Utula Samana’s Morobe Independent Group and Tony Siaguru’s 
League for National Advancement. 

From the above groups, the Somare camp had 52 official,’ presumably 
committed MPs, and claims that it had the support of up to twelve In- 
dependent MPs were credible. On the Wingti side, initial prospects were 
decidedly less favorable. The official tally gave the camp 32 members: 
PDM-—17, People’s Action Party-6, People’s Progress Party—5, Papua 
Party—3, and United Party-1. However, the coalition also laid claim to an 
unspecified number of independents. 

The Somare camp held a political bazaar in Rabaul July 15-20 to which 
all MPs evidently were welcome, including even known Wingti supporters. 
On July 20, the names of 61 MPs said to belong to the Somare camp were 
published in the Post Courier, a tactic that backfired disastrously. Some of 
those named immediately disassociated themselves from the camp. They 
were merely shopping around for the best deals, and Somare appeared to 
be forcing them through publicity to side with him. In any case, decisions 


4. Niugini News, July 8, 1987. 

5. The Electoral Commissioner, to help parties stabilize their parliamentary support, 
printed on the ballot the party leader’s photograph next to that of the candidate to show that 
the latter was officially sponsored by that particular party. 
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and discussion at the Rabaul conclave had left some MPs highly disap- 
pointed and temptable, even official Pangu members. 

Unlike Somare, Wingti and Sir Julius Chan kept their silence, using in- 
termediaries or meeting personally with individual MPs they felt they 
could entice. Also unlike Somare, Wingti refused to go into specific under- 
takings in his negotiations with MPs, just letting them know he was work- 
ing on several options besides cabinet positions. Some of these were 
possible new deputy ministerships; elevating the status of parliamentary 
committee chairmanships, suitably remunerated; and appointment of MPs 
to boards of strategic statutory corporations where opportunities could ri- 
val those offered by a ministry. But the real winner was the option of a 
guaranteed list of projects to be completed in one’s constituency within the 
five-year life of the Parliament. Promising to improve an MP’s reelection 
chances in this way proved irresistible because a 50% casualty rate among 
MPs seeking reelection is normal in PNG. In 1987, 47% of those seeking 
reelection failed. 

Meanwhile Ted Diro, having been rebuffed by the firm decision in the 
Somare camp to give the deputy prime ministership to Michael Mel, was 
organizing the Papuan bloc to enhance his chances of securing the dep- 
uty’s post and to advance Papuan regionalism. Diro’s effort resulted in a 
sizeable proportion of independents ending up in the Wingti camp. Fur- 
ther, two influential businessmen and Diro organizers, Hugo Berghuser 
and Robert Suckling, apparently could not stand the populist, 
cryptosocialist ideas of the Samanas, the Momises, and the Bernard 
Narokobis in the Somare camp.® 

The press avidly charted the turbulent movements of politicians within 
and between the camps. Their daily tallies gave the Somare camp an edge, 
but on August 3 Niugini Nius reported the Wingti camp winning by 55 
members to 51. And on August 5 Wingti was elected prime minister by 54 
MPs (i.e., minus the speaker). The Wingti strategy of keeping everybody 
hopeful until after his election by hinting at pie-in-the-sky advantages for 
all supporters obviously succeeded. The relative openness and straight 
dealing in the Somare camp had thus been costly. For the longer term, 
however, the Wingti strategy was probably more flawed. The kind of vig- 
orous legislative program required to stave off incipient decay demands the 
kind of precoalition open discussion that the Somare camp at least tried to 
have. Somare, after the August 5 vote, warned Wingti: “Your coalition is 
a ramshackle gaggle of unruly Independents who are about to discover the 


6. Bernard Narokobi, deputy leader of MA, is perhaps best described as a Melanesian 
communalist, a sort of romantic utopian socialist. 
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hard way you can’t deliver the ministries they expect from you.”’ There 
was considerable truth in these statements, although a triumphant Somare 
camp would have been liable to similar strictures. Thus, it was really the 
disabled system, its inability to produce clear, decisive victories at the 
polls, and its devaluation of the party principle that opponents bemoaned, 
rather than the Wingti strategy, however much that aggravated the prob- 
lem. 


The New Government 

The 26-member cabinet, sworn in August 11, consisted of seven ministries 
including the prime ministership for the PDM; five ministries including 
the deputy prime ministership for the PPP; five ministries for Ted Diro’s 
People’s Action Party; three for the United Party; and one ministry for the 
Papua Party. Finally, five independents were named to the cabinet. This 
time the Papuans, not the Highlanders, were the over-represented group, 
holding 12 out of the 26 ministries. 

The government moved quickly to increase its majority in Parliament 
and to extend its control over public bodies. A law was passed in August 
enabling the government to appoint MPs to boards of statutory corpora- 
tions and to the National Capital District Commission. This met with 
considerable criticism, and a similar move to allow MPs to participate in 
provincial assembly meetings and national ministers to participate in pro- 
vincial executive meetings ran into the expected opposition of provincial 
governments. The plan to create deputy ministers died quietly, killed by 
an Ombudsman Commission’s warning. But the other options worked 
well enough to ensure that by the end of November a sufficient exodus of 
defectors from the opposition groups had occurred to give the government 
a majority of 25 and to precipitate a leadership crisis for Pangu Pati. 

The Wingti strategists aimed at obtaining a two-thirds majority in Par- 
liament to be able to push through a series of bills, not all of which prom- 
ised to advance liberal democracy. A bill to give the police the power to 
search without warrants was very narrowly defeated in the November ses- 
sion of Parliament. A bill to create a media tribunal with powers to li- 
cense, censor, and force the publication of materials certified by the 
Minister for Communications as required in the national interest was in- 
troduced in October. It was withdrawn and reintroduced in November to 
widespread condemnation by the opposition, the TUC, the press itself, the 
chief justice, and others. A government directive to statutory corporations 
to hand over their profits to the government was unfavorably received; and 


7. Post Courier, August 6, 1987. 
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particularly provocative, as far as the TUC was concerned, was a govern- 
ment move to direct the use of social security funds contributed by work- 
ers and their employers. Of all the needed constitutional amendments one 
could think of, the only one inittated by the new Parliament was a change 
in the composition of the Parliamentary Salaries Tribunal, giving three 
places on the five-man tribunal to MPs where there had been none before. 

A major scandal posed early threats to stability when a Commission of 
Enquiry, set up by the prime minister in May to look into the forests in- 
dustry, uncovered a string of very serious abuses of power on the part of 
Ted Diro. The findings were revealed only a day after the prime minister 
was reelected. Diro resigned from the cabinet in November and was 
widely expected to go to jaii for perjury. Initially, his problems must have 
seemed like good fortune to Wingti. The appointment of Sir Julius Chan, 
the PPP leader, as deputy prime minister, for example, hardly caused a 
ripple in the Papuan pool. But with his back to the wall, Diro made an 
inflammatory speech in Parliament, saying that PNG was ripe for a coup 
because of foreign domination and mass frustration and that he did not 
want to be blamed for it when it happened. This sent jitters through the 
system. Diro was the first Papua New Guinean to be made commander of 
the Defence Force and he is said still to command a lot of respect in the 
army. Also, he has succeeded far better than any other Papuan political 
leader in forging a politically united front among Papuans, thus enor- 
mously enhancing their representation and clout in the cabinet. It was 
thought that the large contingent of Papuan officers who dominate the top 
echelons of the Defence Force might be politically sympathetic. Following 
the events in Fiji, the possibility of a coup, although naturally dismissed 
officially, caused a great deal of anxiety in November. 


Foreign Relations 

At independence, PNG said that the basis of its foreign policy was univer- 
salism: “friends to all, enemy to none.” In 1982, the underlying philoso- 
phy matured to “selective, constructive engagement,” and in September 
1987, the Wingti government settled on a new slogan: “independent com- 
mitment to international cooperation.” “Independent” was the key word. 
Although some inconsistencies could be noted, a vigorous attempt by 
PNG to distance itself from Australia and New Zealand and to take stri- 
dently independent positions on Fiji characterized the country’s foreign 
policy in 1987. 

The PNG-initiated Melanesian Spearhead Group, formed with the Solo- 
mon Islands and Vanuatu, was intended to give a greater voice to each of 
the Melanesian states in the South Pacific Forum. But agreement on issues 
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has not been particularly forthcoming. For instance, there was no agree- 
ment on what to do after the referendum in New Caledonia in which the 
French claimed victory over the Kanaky separatists. There also was a dis- 
agreement between Vanuatu, which insisted on its sovereign right to be 
friendly with Libya, and PNG, which, with the excessively pro-Western 
Ted Diro in charge of Foreign Affairs, joined the US-inspired anti-Libyan 
hysteria in the Pacific in April. Despite disagreements, emerging coopera- 
tion among them foreshadows the Group as a cornerstone of PNG foreign 
policy. Air Niugini secured landing rights in both Honiara and Port Vila, 
and a loan of PNG officials to Vanuatu and the signing of a treaty to en- 
courage closer relations between PNG and the two neighbors are under 
active consideration. 

With the strong support of opposition leaders in the first real show of 
bipartisanship in PNG foreign policy, PNG applied at the beginning of the 
year to join the Association of Southeast Asian Nations (ASEAN). The 
ASEAN foreign ministers approved PNG acceding to the Treaty of Amity 
and Cooperation, which allows for closer ties with the six countries, but 
full membership was denied. In September, PNG announced its intention 
to apply for membership in the Nonaligned Movement, a clear expression 
of its new philosophy. On Fiji, PNG’s very strong pro-Rabuka stand was 
portrayed in the PNG press as a sign of its new-found independence: “the 
days of following big brother are gone forever.’’® Both at the Apia meeting 
of the South Pacific Forum at the end of May and at the Commonwealth 
heads of government meeting in Canada, where Wingti teamed up with 
Thatcher, PNG championed Rabuka’s cause. But while Fiji may have 
provided an opportunity for PNG to make a point about its new independ- 
ent mindedness, it was also a revelation of how extremely shallow is the 
commitment to liberal democratic principles among both elites and masses 
in PNG. 

As always, relations with Australia and Indonesia were the most impor- 
tant for PNG. In 1986 PNG had signed a comprehensive Treaty of 
Friendship with Indonesia, and very warm relations continued in 1987. A 
similarly comprehensive treaty, a Joint Declaration of Principles (JDP), 
was negotiated throughout the year and signed between Australia and 
PNG on December 12 in Canberra. PNG spokesmen have hailed it as 
putting PNG-Australian relations on a more mature, one-to-one basis. 
The JDP covers most aspects of relations between the two countries—aid, 
trade, defense, civil aviation, communications, culture.? The provisions on 
defense apparently proved the stickiest from Australia’s point of view. 


8. Frank Senge, Post Courier, October 27, 1987. 
9. Niugini News, December 11, 1987, carries the text of the treaty. 
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PNG apparently wanted an ANZUS kind of mutual defense pact with an 
automatic commitment to defend the other party in the event of armed 
attack. Given that Indonesia is still the most likely (but unnamed) future 
attacker, Australia was naturally most reluctant to enter into that kind of 
undertaking. In the end, although Prime Minister Wingti regarded the 
defense principles agreed upon to be an “improvement” on the 1977 un- 
derstanding between the two countries, the wording suggests that there is 
commitment only to consultation in the event of armed attack or threat of 
one, leaving each government to decide what measures should be taken 
jointly or separately. 





BRUNEI DARUSSALAM IN 1987 


Modernizing Autocracy 


K. U. Menon 








The ruler of an African kingdom recorded that after 
having moved his capital to a new site, he solicited the advice of a sage on 
how he could best strengthen his rule. “Cut the trees,” the sage replied, 
“transform the forests into fields, for then only will you become a true 
King.”! By 1987 the implications of that counsel on the use (and misuse) 
of political resources, the mechanism through which resources are allo- 
cated, and how these in turn may affect the growth and development of the 
political system appeared to have been slowly but surely grasped by those 
who govern Brunei Darussalam. 

As with many modernizing autocracies, the first task of the government 
on attaining full sovereignty in 1984 was institution-building. Determined 
efforts were made to develop professional institutions of government along 
the line of similar polities in the Middle East, principally Oman and Saudi 
Arabia. Indeed, a ministerial form of government was unveiled immedi- 
ately after the proclamation ceremony on January 1, 1984. Two years 
later, after the death of the Sultan’s father, an enlarged Cabinet with new 
ministerial and other positions was created “to smoothen the administra- 
tive machinery of government.” In that reshuffle, a number of Bruneian 
technocrats, united not so much by the nobility of their birth as their qual- 
ifications and expertise, were elevated to senior positions. The Sultan and 
his brothers, however, retained command of all the key sectors of govern- 
ment. 

While it is yet early to measure the success of the government’s efforts, 
in 1987 it could be stated that, at the least, these institutions have served 
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Brunei well at a particularly trying moment in its history. Indeed the 
structure has remained remarkably stable, with few signs of dissent or dra- 
matic removals or demotions of high officials,* although there have been 
signs of increasing bureaucratic rivalry as groups and personalities com- 
pete for attention by members of the royal house. The government’s suc- 
cess is evident in the surge of popularity enjoyed by the Sultan as seen in 
the “unprecedented scenes of emotion and excitement” following his re- 
turn from Mecca in August. Growing confidence also is reflected in the 
number of political detainees released during the year. The nonevent of 
the year, however, was surely the Sultan’s reluctance to formally nominate 
his eldest son by his first wife, the Raja Isteri, as his heir apparent. 

A significant measure of social control has undoubtedly been achieved 
through the rapid indigenization of the upper echelons of government, in- 
cluding the Royal Brunei Armed Forces, and the absorption of many re- 
turning graduates from Western tertiary institutions into the civil service. 
The 1986 figures revealed that in an estimated labor force of 90,800, there 
were a total of 56,700 citizens and permanent residents and 34,100 tempo- 
rary (foreign) residents.? The work force is projected to increase to only 
110,100 by 1990. The public sector presently accounts for more than two- 
thirds of the indigenous workers and Brunei Shell Petroleum for most of 
the rest. Outside the public sector, the Chinese community supplies the 
majority of the work force. The key issue 1s just how long the public sector 
can go on absorbing and satisfying the aspirations of returning graduates. 
The markedly better pay and attractive fringe benefits offered by the gov- 
ernment has also posed staffing problems for private firms. In July 1987, 
on the occasion of the Sultan’s 41st birthday, all government servants in 
Division Two and below were given a monthly cost of living allowance of 
B$100 (US$47). The last pay raise was in 1984. Brunei’s Development 
Minister warned in September that as large numbers of rural people left 
the land for secure jobs with the government, the agricultural sector’s 1% 
contribution to the state economy could disappear altogether. 

Modernization in Brunei, as elsewhere, engenders new expectations that 
need to be met and social problems that must be faced. It is significant 
that in 1987, the Permanent Secretary (Education) stated that “drug and 


2. The most recent instance was the removal of the grand chamberlain to the royal house- 
hold in August 1986 amidst reports of his involvement in drugs/arms smuggling and conspir- 
acy also involving the deposed Philippines General Fabian Ver. The seriousness of his 
offenses was clear in October 1987 in the formal stripping of all royal titles awarded to the 
former grand chamberlain. 

3. Economic Planning Unit, Fifth National Development Plan 1986-1990 (Brunei Darus- 
salam: Ministry of Finance, c. 1986), p. 14. 
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inhalant abuse in Brunei could reach epidemic proportions unless strong 
action was taken immediately.”* Further restrictions are also expected to 
be enforced in early 1988 on the sale of liquor in all bars, lobby lounges, 
and restaurants in the country. Another report noted “the government’s 
alarm over the horrifying carnage on the roads,” observing that in 1986 
alone a staggering 4,000 road accidents killed 38 people and badly injured 
equally large numbers.> And on July 24, the Sultan issued his sternest 
warning to date that Islamic fundamentalism would not be tolerated in 
Brunei. He called on “young people in particular to beware of extremist 
groups which were already trying to influence young people in neighboring 
countries.” Soon after, in October, seven organizations—the Rotary 
Club, Lions Club, Jehovah’s Witnesses, Moral Rearmament Movement, 
the Brothers of Liberty, the B’nai Br’ith and Maharishi Movement, “all 
having links with Freemasonry,” were branded as “dangerous to Islam” in 
a ruling (termed Fatwah) by the Brunei Darussalam Religious Council.’ 

Concern also has been expressed about whether the state’s welfare pro- 
grams and subsidies can be sustained in the face of a declining growth rate. 
Indeed the Sultan, in his New Year’s Day message, for the first time called 
on his people to cut down on extravagant spending. Again, in his birthday 
address on July 15 the Sultan acknowledged publicly that the nation had 
been affected by lower world oil prices. 


The Economy 

Economic “diversification,” the catchword of the Fifth National Develop- 
ment Plan 1986-1990, continued to be a key focus of ministerial speeches 
through 1987. Diversification called for a restructuring of the economy 
with a view to moving away from overdependence on hydrocarbons in or- 
der to provide an alternative revenue base and increasing employment op- 
portunities. But the few tangible signs of any real success in 1987 reflect 
the constraints imposed by size—in particular, the limitations of an ex- 
ceedingly small domestic market with acute shortages of both labor and 
technical expertise. An increasingly overloaded and pampered public sec- 
tor has not helped. It may also be significant that an ambitious 20-year 
Brunei master plan with a definitive list of construction projects, report- 
edly being drawn up by British consultants and scheduled for release in 
early 1987, has yet to materialize.® 


4. Borneo Builetin, 31 January 1987. 

5. Ibid., 26 September and 3 October 1987. 

6. Ibid., 25 July 1987. 

7. Ibid., 17 October 1987. 

8. See Far Eastern Economic Review (hereafter FEER), 27 November 1986, p. 52. 
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Whereas in the preceding year a flurry of activities, trade exhibitions, 
visiting delegations, and government actions revealed that the authorities 
attached considerable urgency to realizing the objectives spelled out in the 
Fifth National Development Plan, the dominant economic event of 1987 
was the affair of the National Bank of Brunei (NBB), which the govern- 
ment had seized on November 20, 1986. Despite its name, the NBB was 
not the central bank of Brunei (which does not presently have such a facil- 
ity), and was in fact some 70% owned by the family of the Malaysian 
tycoon, Khoo Teck Puat, and 30% by the Brunei royal family. The bank 
was charged by the Finance Ministry with having loaned B$1.33 billion 
(US$626.5 million) to ‘““Khoo-related companies” without proper docu- 
mentation or security. The Brunei authorities subsequently arrested Khoo 
Ban Hock (Khoo Teck Puat’s son) and several others in connection with 
the affair and the court hearings dominated the news in Brunei throughout 
1987. The bank’s parochial outlook did not dovetail with the Brunei gov- 
ernment’s wish for the country to be a financial center, and new legislation 
to tighten banking activities was reportedly being drawn up. Indeed, the 
affair highlighted two facets of Brunei: its antiquated legislation (Brunet’s 
Banking Act, for example, which runs to just 11 pages and dates from 
1957, was singularly unable to cope with what would be considered fla- 
grant crimes in Britain and the United States’), and as an expression of 
Brunei’s own economic nationalism and maturity and concurrently a re- 
flection of sentiment against the Chinese over their dominance of the coun- 
try’s economic activity. Although Brunei’s Chinese populace has 
remained apolitical and has never been organized as a political grouping or 
had links with subversive groups, government actions in recent years ap- 
pear to be promoting an annual exodus of Bruneian Chinese to greener 
pastures in Australia and Canada. 


Foreign Relations 
In the years prior to statehood in 1984, the underlining motif of Brunet’s 
diplomacy was security through an anachronistic arrangement with its im- 
perial protector, the United Kingdom. Since 1984 it has been the consoli- 
dation of security through the attainment of international legitimacy. 
Clearly, Brunei’s membership in ASEAN was a major instrument of its 
foreign policy. In 1987 Brunei continued its efforts to integrate itself into 
ASEAN’s activities, playing host to a remarkably disparate range of 
ASEAN meetings and workshops, including the 10th meeting of ASEAN 
Population Programme Heads and Experts, an ASEAN Performing Arts 


9. Ibid., 5 November 1986, p. 82. 
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Festival, a Subcommittee on Food Handling meeting, and a workshop for 
journalists, to name a few. 

In the building of new international relationships, priority had to be ac- 
corded to Brunei’s immediate neighbors, three of whom at the same time 
cultivated closer ties with Brunei. Indeed, the stream of visitors from these 
three ASEAN countries seemed to flow with tiresome predictability. The 
Indonesian army chief-of-staff, Lieutenant General Tri Soetrisno, visited in 
February, followed by Foreign Minister Mochtar’s “working visit” in 
April, and a visit by the Indonesian Religious Affairs minister in Septem- 
ber. Malaysian Prime Minister Mahathir called at Brunei with a 31-man 
delegation in March, and this was followed soon after by the Agong’s offi- 
cial visit in April with a 79-member delegation, and the foreign minister’s 
visit in June. Similarly, the Singapore deputy prime minister’s official trip 
in April was followed by the foreign minister’s “working visit” in May, 
and the chief of the general staff came in July to receive top honors at the 
Sultan’s birthday investiture ceremony. That same award had been given 
first to Indonesia’s General Benny Moerdani in 1986. 

Given the constraints of skilled manpower and other resources, Brunei 
has not been in a position to establish too many new relationships over the 
past four years. Nonetheless, the government has sought to forge relations 
with countries with which it shares some obvious degree of political affin- 
ity—principally Oman, Jordan, and Nepal. While no new relationships 
seem to have been formed in 1987, an obvious trend could be discerned in 
the foreign policy of the sultanate. In simple terms, the government of 
Brunei had come to grips with the realization that the enormous wealth 
from its vast oil and gas resources could serve as an effective instrument of 
long-term foreign policy. Indeed, that trend was probably apparent long 
before statehood in 1984—for instance, in the fact that the sultanate had 
deliberately retained the British Crown Agents for many years to manage 
its staggering revenues, regardless of how badly the funds had been man- 
aged, primarily as a lever to extract maximum British commitments to 
Brunei’s defense. In 1983, during the lengthy and acrimonious negotia- 
tions leading to full sovereignty, that lever was again used but without 
Success. 

Soon after statehood in 1984, the Sultan presented a check for $1 million 
to the United Nation’s Children’s Fund to mark Brunei’s acceptance as a 
U.N. member. Shortly afterward, he stunned Mayor Koch of New York 
by presenting him with a check for $500,000 to provide meals for elderly 
homebound people in the city. Several other equally generous contribu- 
tions to various foundations and Islamic groups worldwide followed soon 
after. 
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That strategy came to public prominence with media revelations in 1985 
that the Sultan had shifted a substantial amount of money from dollars to 
sterling to help revive the British pound at Prime Minister Thatcher’s re- 
quest, and in 1986 that Brunei had channeled up to $10 million dollars to 
the U.S.-backed Nicaraguan Contras. The $10 million “donation . . . to be 
used for humanitarian purposes in Central America,” which subsequently 
went astray, was in any case of negligible concern to Brunei and a small 
price to pay for attracting American attention. The Sultan’s action seemed 
to parallel arrangements whereby Saudi Arabia also provided aid to anti- 
communist groups (including the Contras) around the world in return for 
being allowed to buy sophisticated U.S. aircraft and weapons. Indeed, 
during the year there were clear signs of an increasing American interest in 
Brunei, with several port calls by U.S. naval vessels and visits by promi- 
nent American officials. 

Much closer to home, the Brunei government in November 1986 
purchased a 5.7% stake—-20 million shares worth M$90 million—in the 
Malaysian Airline System. This stake was increased to 10% with a further 
acquisition of 15 million shares in early 1987. Soon after, following Prime 
Minister Mahathir’s visit to Brunei, it was reported that the Brunei gov- 
ernment has offered to buy the territory of Limbang in Sarawak’s Fifth 
Division for $6 billion.1!° The sultanate has yet to formally give up its 
claim to Limbang, and the Sultan’s speech at the time seemed to suggest 
that Brunei made the offer in the realization that this was the only way it 
could hope to get back the territory it had lost. Perhaps the most striking 
evidence that the Sultanate had refined its strategy of exploiting its wealth 
as an instrument of foreign policy to establish influence and build alliances 
came in September 1987 during the Sultan’s unannounced four-day visit to 
Indonesia, which has emerged recently as Brunei’s natural geopolitical 
ally. During that visit the Sultan offered Indonesia a $100 million interest- 
free loan and promised to invest in the country’s largest cement producer 
and other enterprises. 

The uncertainty of the long-term future of the British Gurkha battalion 
in Brunei continued to dominate Brunei’s security concerns. The Gurkhas 
have been in Brunei since 1962, but their deployment is tied up with the 
tenure of the British Gurkha brigade in Hong Kong. There was reportedly 
no termination clause in the 1983 Anglo-Brunei Defence Arrangement 
pertaining to the retention of the Gurkhas after 1984. It would only expire 


10. The Far Eastern Economic Review was first to bring this to public attention in its May 
21 issue. This brief “intelligence” report caused an uproar in Kuala Lumpur and Sarawak 
and was followed by several demonstrations and a legal suit against FEER by the Malaysian 
Prime Minister. 
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and could be renewed. The Arrangement is expected to expire in 1988, but 
it is believed that British Secretary of State for Defence George Younger, 
who visited Brunei in March 1987, probably came to an understanding 
with the Brunei government to renew it. Nevertheless, the government’s 
efforts to attract an American interest and its more recent consideration of 
proposals to become a member of the Five Power Defence Arrangement 
highlighted Brunei’s preoccupation with its own sense of vulnerability. 
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THE PHILIPPINE ECONOMY 
UNDER AQUINO 


New Hopes, Old Problems 


Hal Hill 








For anyone with an interest in a return to economic 
growth and political normality in the Philippines, the events since Febru- 
ary 1986 must be viewed with an overwhelming sense of relief. In January 
of that year, on the eve of Marcos’s last, ill-fated national election, the 
immediate prospects appeared grim: an economy contracting sharply; an 
ailing but still quite powerful president; and a steady slide into violence 
and political instability. Indeed, there was every prospect of a return to 
authoritarian rule through the reimposition of martial law, which probably 
would have taken the form of a brutal regime that would have lacked the 
capacity to engineer economic revival and political consensus. 

Contrary to widely held expectations at the beginning of 1986, the 
Marcos era ended abruptly. The sudden change in regime offered the first 
real prospect for economic revival after three years of deep economic re- 
cession and a much longer period of political division. Since February 
1986, the new government’s record of achievement has been painfully slow 
in some areas, probably misguided in others, and marred by periodic epi- 
sodes of internal dissension and military threat. But its fundamental 
achievements have been to arrest the economic decay and to restore a mea- 
sure of trust in Philippine institutions (particularly the legislature and the 
press) and thus some hope for the future. Any assessment of the record of 
the Aquino administration must recognize the importance of these two key 
factors. 


Hal Hill is Senior Research Fellow in Economics, Research School 
of Pacific Studies, the Australian Nationa] University. For helpful comments on an earlier 
draft, the author is indebted to colleagues at the Philippine Institute for Development 
Studies, especially Isaac S$. Puno, and also to Heinz Arndt, Charles W. Lindsey, Sisira 
Jayasuriya, and participants at a seminar at the Australian National University. 
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The purpose of this article is to offer an evaluation of the Aquino gov- 
ernment’s early economic record, and to highlight some of the issues that 
will have a major bearing on future prospects. The main argument will be 
fourfold. First, with a few exceptions the macroeconomic policy environ- 
ment is reasonably stable and is perceived to be so by the domestic and 
foreign business community. Second, while external indebtedness is seri- 
ous, it is by no means the most critical constraint provided there is a resto- 
ration of economic growth. The best “debt scenario” is one in which debt 
probably increases absolutely but declines as a proportion of GDP. Third, 
the microeconomic underpinnings to macroeconomic stability and growth 
are not yet in place, and these—ranging from land reform to trade and 
industry policy—will largely determine the success of the government’s 
reform package. Finally, a cohesive, firm, and popular government in the 
next few years is absolutely critical to the successful resolution of the ad- 
ministration’s formidable economic challenges. 


An International Perspective 

It hardly needs to be stated that Philippine economic performance in the 
1980s has been poor in comparison both with earlier periods in the coun- 
try’s development and with other developing market economies. The de- 
cline which set in after 1981 has meant that the country has now fallen 
even further behind others in the region, and it has forestalled significant 
commercial opportunities in an era of unprecedented turbulence and 
charige in the international economy. 

Several dimensions of the country’s poor recent performance are illus- 
trated in Table 1. All available evidence suggests that around 1960 the 
Philippines had one of the highest per capita incomes in East and South- 
east Asia—below the two city states, similar to (west) Malaysia, and per- 
haps double that of Thailand. By 1985 all countries except Indonesia had 
overtaken the Philippines, and even the gap between these two countries 
was no longer substantial. Although growth in ASEAN during the 1980s 
has, with the exception of Thailand, been much lower than in the 1970s, 
Indonesia and Malaysia were at least able to avert a significant fall in 
GDP, despite sharp declines in commodity export prices. 

The table also highlights two major policy issues in the Philippines. One 
is the continuing rapid growth of population: past (and current) govern- 
ments have the dubious distinction of having the most pronounced 
“pronatalist” population policies and one of the highest growth rates in the 
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region.! With the obvious exceptions of Singapore and Java among the 
ASEAN group, the Philippines most resembles the “resource poor” econo- 
mies of Northeast Asia and will do so increasingly over time given these 
high growth rates. Although not a factor in the country’s recent economic 
decline, high population growth will inevitably put increased pressure on 
human and physical resources in future generations; the high growth is 
also symptomatic of the government’s failure to act decisively and of the 
absence of economic dynamism, which ushers in a demographic transition 
to lower fertility and mortality. Another issue is the country’s extremely 
poor savings rate, especially in recent years, and the very small role of the 
central government in aggregate. The Philippines may have been afflicted 
by “bad government,” but “big government” (in the restrictive sense de- 
fined here) was not one of Marcos’s sins. 

Perhaps the most disturbing aspect of its economic performance during 
the 1980s has been the absence of economic resilience and flexibility at a 
time of rapid global change and readjustment. In the early 1980s the mix 
of U.S. fiscal and monetary policies, which produced high interest rates 
and rapid import growth, favored low-debt, outward-looking economies 
(such as the city states) over high-debt inward-looking regimes (such as the 
Philippines). Throughout the 1980s, neighboring countries’ exports to the 
United States have been a major source of their growth. More recently, 
the huge appreciation of the yen offers enormous opportunities for the re- 
gion’s manufacturers, both in exports to Japan and in attracting Japanese 
investments as firms relocate offshore. Unfortunately the Philippines has 
missed out on these opportunities. Its total exports are now just a little 
over half those of Thailand and, unlike its neighbors (with the obvious 
exception of Indonesia), export values have been declining (see Table 1). 


Recent Macroeconomic Performance 

The broad macroeconomic picture in the Philippines in 1987 provides 
grounds for both optimism and pessimism. The optimistic assessment is 
based on the following facts: after twelve consecutive quarters of decline, 
GDP was registered a strong revival since the third quarter of 1986; infla- 
tion was firmly under control, and for most of 1986 was virtually nonexis- 
tent; and international reserves were relatively comfortable, being 
equivalent to over three months of imports. These indicators, however, 
conceal a precarious macroeconomic balance, which may yet prove to be 
ephemeral if there is no return to long-term sustainable growth. 


1. The 2.5% figure in Table 1 is believed to be inaccurate, the current rate being closer to 
2.7%. 
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The dimensions of the country’s decline in the last decade are revealed 
in Figure 1. There is no peacetime parallel in modern Philippine history to 





FIGURE 1 Real per capita GNP of the Philippines, 1975-1986 
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the economic contraction occurring since 1982, except probably for the 
1930s. Real per capita GNP in 1986 was little above that in 1972,2 when 
martial law was declared. The economy is now back to where it was over 
a decade ago, with the important difference that external debt is now at 
least six times as large and the international economic environment much 
less conducive to growth. 

The decline began in 1982 and it is useful to look at sectoral develop- 
ments in more detail for the years 1982—1986 (see Table 2). Two features 
deserve comment. The first is the remarkable growth in food crop produc- 
tion throughout the period. The continued expansion of this sector ame- 
liorated the worst repercussions of the general economic decline. The 


2. In addition to the qualifications usually attached to these and subsequent national ac- 
counts figures, it needs to be emphasized that the Philippine constant price series, which uses 
1972 as the base year, is now badly out of date. It is quite likely that a new updated series 
could produce growth rates differing by one percentage point or more from the current 
figures. 
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buoyancy of the sector may be attributed to a number of factors: distur- 
bances in the “modern” sector have less impact on the rural economy (the 
same was true of Sukarno’s Indonesia in the 1960s); sugar and coconut 
prices fell sharply, inducing a shift of resources out of these crops; and, at 
the margin, the reduced role of the National Food Authority removed 
some of the negative aspects of central government intervention in food 
markets. Conversely, manufacturing (and construction) output contracted 
rapidly in 1984 and 1985. Some hitherto significant manufacturing indus- 
tries (especially consumer durables) virtually ceased operations, and labor- 
intensive export-oriented industries were unable to fill the gap. 

The expenditure side of the national accounts indicates that, as would be 
expected, most of the decline occurred in capital formation (see Table 3). 
Real personal consumption expenditure rose each year, although it de- 
clined in per capita terms. The same trend occurred in government em- 
ployee’s compensation, even though there is little doubt that salary rates 
declined in real terms, especially during the inflationary years of 1984 and 
1985. On the other hand, all major components of capital formation fell 
by over one-half between 1982 and 1986. The private construction sector 
was hardest hit, following the boom years of the 1970s. The constant price 
trade series—which needs to be interpreted with great caution—suggests 
exports grew erratically but quite strongly; up to 1985 imports fell both 
because of declining aggregate demand and the drop in oil imports. In 
fact, the external sector performed rather better than expected, especially 
given the continuing decline in some commodity export prices (see Table 
4). The “improvement” is in part misleading since the sharp fall in mer- 
chandise imports had little to do with economic recovery—indeed, quite 
the opposite. It is therefore not surprising that, following the economic 
recovery of 1986-1987, the current account deteriorated significantly, reg- 
istering a deficit of $219 million in the first three quarters of 1987, com- 
pared to a surplus of $809 million for the same period in 1986. But at least 
the outcome on the services account has been much better than expected. 

After two years of large and unsustainable current account deficits— 
8.1% of GNP in both 1982 and 1983—-1985 saw the account in balance. 
Exports did not fall as drastically as had been expected, and notable gains 
were recorded in a few areas. The major factor in the declining balance of 
trade deficit was reduced imports; contrary to some arguments, falling oil 
prices did not have a major impact.? 

The services sector has performed much better than expected. Tourist 
arrivals declined following the political instability in 1983 and 1984, but 


3. Petroleum imports fell by $200 million in 1985 (from $1.5 billion in 1984 to $1.3 billion 
in 1985), or only 20% of the total decline. 
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TABLE 4 Balance of Payments, 1982-86 (millions of U.S. dollars) 


1982 1983 1984 1985 1986 


Merchandise trade —2,646  —2,482 —679 — 482 — 202 
Exports 5,021 5,005 5,391 4,629 4,842 
Imports 7,667 7,487 6,070 5,111 5,044 

Services — 1,040 — 740 — 823 26 783 
Receipts 2,983 3,127 2,626 3,288 3,791 
Payments 4,023 3,867 3,449 3,262 3,008 
(of which: interest) (1,990) (1,985) 2,257 2,250 2,046 
Net transfers 486 472 386 388 44] 

Current Account —3,200 -—2,750 —1,116 —77 1,022 
(% of GNP) (8.1) (8.1) (3.5) (0.2) (3.5) 

Medium & Long-term loans 1,548 1,392 478 2,787 815 
Inflow 2,533 2,336 1,259 3,962 2,545 
Outflow 985 944 781 1,175 1,730 

Short-term capital (net) 108 —618 549 —1,731 —814 

Direct investment (net) 17 112 17 0 114 

Other’ —94 —204 330 1,419 110 

Capital account — 1,579 685 1,374 2,466 225 

Balance of payments —1,621 —2,068 258 2,301 1,247 

Additional financing? z 382 84 3,851 1,881 


SOURCE: Central Bank of the Philippines. 

“Includes gold monetization, revaluation adjustment, and errors and omissions. Also 
includes rollover of loans and arrears, and other funding, totaling $618 million and $818 
million in 1984 and 1985, respectively. 

"Includes rescheduling of loans from Paris Club creditors and commercial banks, and new 
money facilities. 


then recovered, growing by 12% during the first three quarters of 1987. 
However, they are still well below the record of one million visitors in 
1980. Remittances also have continued at high levels in spite of the slump 
in the Middle East. There appear to be two reasons for their buoyancy: 
one is that labor exports are now a permanent feature of the Philippines, 
established by the boom in the Middle East in the 1970s (and, in the colo- 
nial period, by movements to the United States). As labor demand has 
dried up in the Middle East, Philippine workers have successfully sought 
out new opportunities in Asia, mainly in Hong Kong, Singapore, and Ma- 
laysia. The other reason, difficult to verify, is that the differential between 
the black market and official exchange rates has narrowed, so more of the 
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remittances have been recorded. To this extent, the absence of a serous 
decline in remittances may be a statistical artifact. A final feature of the 
services account is that payments, as would be expected, continue to be 
dominated by the interest bill. 

To a remarkable extent, manufactures now dominate Philippine mer- 
chandise exports (see Table 5), although these figures refer to gross flows 


TABLE 5 Ten Major Merchandise Exports, 1985-86 


% of Merchandise Growth Rate 

Exports, 1986 1985 1986 
Semiconductors, etc. 17.6 — 13.3 —6.7 
Garments 16.0 13.5 31.7 
Crude coconut oil 6.8 —31.9 7.1 
Bars, rods, etc. 3.6 69.8 9.8 
Gold 3.0 5.9 52.2 
Bananas 2.8 4.6 25.1 
Coffee (unroasted) 2.5 1.1 85.6 
Timber 22 —6.2 24.1 
Centrifugal sugar 1.8 — 42.8 ~~ 35.3 
Shrimps and prawns 2.1 99.0 80.1 

(subtotal) (58.5) 

All merchandise exports 100 =5.5 13.1 


(P95,391 million) 


SOURCE: National Economic and Development Authority, Philippine Statistical Year- 
book, and the National Income Accounts of the Philippines, various issues. 


NOTE: Data are as of May 1987. 


rather than to “export value added.” The two largest items, semiconduc- 
tors and garments, constitute one-third of the total. The once dominant 
exports—sugar, coconut products, and timber—are all of minor impor- 
tance in the mid-1980s. The position of some of the country’s leading ex- . 
ports, however, remains precarious. Semiconductor exports have fallen 
sharply in response to world oversupply in the industry and, in some in- 
stances, its relocation back to industrialized countries. The medium-term 
price prospects for sugar are poor and, in any case, the industry has 
shrunk drastically in the Philippines. Timber exports are threatened by 
the past poor record of forest management, and in recent years the Philip- 
pines has even been importing rattan and timber from Indonesia and Ma- 
laysia for its furniture and processing industries. Nevertheless, the picture 
is not one of unrelieved gloom. Garment exports have risen quickly, and 
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in the United States, the major market, demand bottlenecks are unlikely to 
be serious owing to specific trade concessions offered to the Philippines 
(assuming, of course, that these concessions are not revoked as protection- 
ist sentiments increase). The volume and value of gold exports have ex- 
panded considerably, as have those of several agro-processing industries 
(e.g., bananas, sea food products). 

Looking back over the last three years, one may well ask whether the 
government’s macroeconomic response has been broadly appropriate to 
the circumstances. This has been, of course, a period of crisis manage- 
ment, both economically and politically, when first-best policies may have 
been politically unattractive. There were serious macroeconomic imbal- 
ances before capital flight and instability triggered the government’s dras- 
tic austerity measures in 1984 and 1985. It was noted above that as early 
as 1982 the current account deficit was 8.1% of GNP, and the consoli- 
dated public sector deficit was 4.3%. Following the devaluation of 1983 
and 1984, the government was understandably nervous at the prospect of a 
devaluation-inflation spiral emerging, along the lines of the “Latin Ameri- 
can” model. Hence the extraordinary severity of monetary and fiscal pol- 
icy in 1984 and 1985 is not altogether surprising. 

With the benefit of hindsight, the recession probably can be judged as 
too abrupt and as relying too heavily on contractionary policies (expendi- 
ture reduction) rather than exchange rate management (expenditure 
switching). An alternative program of adjustment would have involved 
somewhat less reliance on monetary policy and gradual exchange rate de- 
preciation (there was actually a real appreciation of the peso during part of 
1985, and real interest rates were extraordinarily high) combined with 
early implementation of trade policy reform measures. The objectives of 
external and internal balance would then have been achieved more slowly, 
but the economic and social costs would have been less and the export 
industries more resilient. It is reasonable to assume that international 
agencies would have been prepared to support such a strategy, especially if 
the trade reforms had been given priority. (World Bank reports over this 
period advocated reforms consistent with these policies, although the em- 
phasis in IMF reports was on the need for fiscal and monetary stringency.) 
Indeed, during 1985 and 1986, following the removal of Central Bank 
Governor Laya, monetary aggregates were generally well within estab- 
lished guidelines. Conversely, from the viewpoint of the Aquino adminis- 
tration, one of the few legacies from the Marcos era for which it can be 
grateful was the swift and painful stabilization measures of 1984 and 1985, 
apart from the election-induced blowout in the money supply in the first 
two months of 1986. 
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International Debt 

The country’s international debt, approximately $28.5 billion, is equivalent 
to about 85% of GNP. The debt rose from insignificant levels before mar- 
tial law to about $24 billion in October 1983 when the first moratorium on 
principal repayments was declared. The most serious criticism of the 
Marcos era in this respect is not that external debt expanded rapidly (Ko- 
rea’s is 50% higher and even that of the conservatively-managed Thai 
economy is over $16 billion), but that many of the borrowed funds were 
used unproductively and some did not even enter the economy. 

How much of the debt may be regarded as a deadweight loss? It is 
virtually impossible to obtain even remotely accurate estimates, but the 
figure could be at least one-third of the total. Several “guesstimates,” of 
varying levels of sophistication and adopting different definitions, have 
been made of the magnitude of capital flight during the last decade of the 
Marcos era. One of the most thorough, calculating the flight as the differ- 
ence between gross capital outflows and “normal” outflows implied by in- 
terest income on the stock of external claims and other liabilities, suggests 
the figure may have been about $8.4 billion over the period 1974-1982.4 
Capital flight accelerated in the last years of Marcos ($5 million per day 
was a frequently cited figure following the Aquino assassination in August 
1983), so the total may have been about $10 billion for the whole period. 

Much of this capital flight originated from uncertainty in the foreign 
and domestic business communities, and it was not necessarily related to 
“misappropriated funds.” But, coincidentally, alternative estimates of the 
stock of unproductive investments during the Marcos years suggest a simi- 
lar or even higher figure. Almost one-tenth of the debt ($2.5 billion) is 
accounted for by the Bataan nuclear power plant, considered unlikely to 
commence operations. The government now estimates its “non-perform- 
ing assets” to total P150 billion. Perhaps only 20% of their value will be 
recovered, leaving #120 billion or, at the current exchange rate, $6 billion. 
Presumably, there is a capital flight or “misappropriation” element in this 
total, but also at least a portion of assets held abroad (including the most 
widely accepted guesstimate of the Marcos fortune of around $1.5 billion) 
would have to be added to the total. In all, the total probably exceeds the 
capital flight estimate of $10 billion. 


4. M. S. Khan and N. Ul Haque in “Capital Flight from Developing Countries,” Finance 
and Development, 24:1, discuss and elaborate on estimation procedures. Capital flight as a 
percentage of total debt (for 1982) was estimated to be about 36% for the Philippines, near 
the average for the eight countries examined. Argentina (71.8%) was the highest and Brazil 
(4.3%) among the lowest. 
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The figures are largely irrelevant now. Indeed, there is a danger that the 
Aquino administration, in pursuing a will-o’-the-wisp, will be distracted 
from the major economic challenges ahead. The crucial issues for the next 
decade concern, first, the restoration of growth so that at least interest 
payments can be serviced comfortably; second, the debate within the gov- 
ernment concerning debt repayment and new loans and; and third, man- 
agement of the interface between the government and its international 
creditors. On all three issues there are modest grounds for optimism. 

The first priority has been debt rescheduling. With the first agreement 
with the International Monetary Fund in December 1984 and that with 
the commercial banks six months later, the process was set in motion. The 
rescheduling has meant that, whereas 33% of the total debt had a maturity 
of less than 12 months at the end of 1985, a year later the figure was just 
19%. The government faces the prospect of virtually continuous negotia- 
tions with its creditors for the foreseeable future over the terms and condi- 
tions of repayment and rescheduling. In March 1987, for example, the 
government reached agreement with the “Group of 12” commercial banks 
concerning restructuring of $10.3 billion of debts maturing over the next 
17 years, at an interest rate of 7/8 over LIBOR. When, one month later, 
Argentina was offered a rate of 13/16, Finance Secretary Ongpin immedi- 
ately demanded renegotiations. The latter half of 1987 saw protracted ne- 
gotiations concerning the “restructuring” of $13.2 billion of the debt. 
While the government and the 12-bank committee overseeing negotiations 
reached agreement fairly quickly, the stumbling block has been that all of 
the country’s 483 international creditors must also sign the accord. (This 
little-discussed aspect of the international debt problem has also proved 
difficult for other debtor countries.) 

While important, these negotiations are not central to the major debt 
issues. The current account surplus of 1986 is almost certainly unsustain- 
able as economic recovery proceeds and imports rise, as the record in 1987 
illustrates. A more important strategy will be to revive export industries 
through both trade reform and business recovery, even at the cost of an 
emerging (but modest) current account deficit. This will involve continued 
repayment of interest obligations and principal, and provision of new 
money to finance the current account deficit and a portion of the principal 
repayments. Under such a scenario, international debt would rise in abso- 
lute magnitude but fall as a proportion of GNP. 

Two more immediate policy issues have arisen in connection with debt. 
One is whether the government is obliged to honor all financial obligations 
of the previous regime. One influential view, espoused among others by 
Economic Planning Secretary Professor Monsod, is that in cases where 
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clear corruption can be proved (such as allegations concerning the Bataan 
nuclear plant), the government ought seriously to consider the possibility 
of “selective repudiation” of debts. More radical critics of the regime con- 
tend that principal and even interest repayments should be suspended 
pending economic recovery, including some proposals from within the new 
Congress that a ceiling be placed on debt service payments of perhaps 10% 
to 15% of export earnings. An early hallmark of the Aquino administra- 
tion, however, has been its pragmatic and cautious orientation, and the 
repercussions of outright repudiation would be catastrophic. The real is- 
sues concern the provision of new money, the rescheduling of existing 
debt, and the terms of new borrowings. It may well be that a substantial 
portion of the debt will be effectively written off, through sale in the secon- 
dary debt market or through direct negotiation. Consequently, official 
statements regarding the possibility of repudiation should in reality be in- 
terpreted in the context of the protracted process of negotiation with inter- 
national creditors.° 

A second issue concerns how much, if any, of the debt can be recovered 
or at least written off. The government has ambitious plans to recover 
assets from officials of the old regime, including Marcos himself, through 
sequestration proceedings. To date these have produced little, and there is 
not much prospect of more in sight. Another program aimed at providing 
debt relief is the PINS (Philippine Investment Notes). These involve the 
holders (principally foreign banks) or purchasers of dollar-denominated 
debt being repaid in pesos, which must then be used for approved invest- 
ments in the Philippines. The attraction for the government, and the cred- 
itors, is that the foreign debt can be reduced, while the program offers 
potential investors the opportunity to purchase domestic assets at a dis- 
counted rate (generally 30% to 40%) implied in the original swap. The 
program formally commenced only in the last quarter of 1986, and it is too 
early to evaluate the results. Progress has been slow because of the sub- 
stantial Central Bank fee levied on transactions, uncertainty concerning 
the government’s new investment code, and the fact that the discounts 
have been lower than those on offer in Latin America. At most, the pro- 


5. Nevertheless, there is continuing debate among senior officials concerning the debt is- 
sue, principally over the timing of new borrowings. One view, associated with the now- 
deceased Finance Secretary Ongpin, maintained that borrowings during 1987 should be re- 
stricted to concessional sources and strictly limited in magnitude, especially as international 
reserves were comfortable. An alternative opinion, held by Professor Monsod, was that the 
government ought to open a “commercial loan window,” with fewer restrictions attached and 
to provide business confidence in the stability of the peso. By late 1987 the debate had not 
been effectively resolved, but disagreements within the government were the major reason for 
the dismissal of Ongpin in September. _ 


oo" 
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gram could be expected to reduce the debt by $1 billion. Clearly the only 
sure path to debt alleviation is export growth. 


Trade and Industrialization Policy 

The formulation of appropriate trade and industry policy reforms in the 
Philippines ought to be a relatively straightforward task for the govern- 
ment, but it is likely to be one of its most difficult. It ought to be straight- 
forward because the issues are so well known, and they have been the 
subject of intensive study for the last two decades. While the Philippines 
was among the first countries of ASEAN to promote manufactured ex- 
ports, the reforms in the 1970s were undertaken in a partial, ad hoc man- 
ner that did not provide the grounds for broad-based export-oriented 
industrialization. Consequently, the inward-looking policies and political 
instability in the 1980s resulted in missed export opportunities compared 
to neighboring countries. 

The measures needed to accelerate industrial growth are also well- 
known. There needs to be a conversion of nontariff barriers (NTBs) to 
tariff protection. The former have been an ubiquitous feature of post-inde- 
pendence Philippine development, which intensified in, but were by no 
means confined to the Marcos era. The theoretical arguments against 
NTBs are well known, and their defects have been amply illustrated in 
recent Philippine history. For example, the NTBs (such as sole import 
licenses) were awarded on a partisan basis, the returns accrued to private 
individuals rather than the public purse, and their incidence was opaque 
and not readily amenable to public scrutiny. Corresponding to less reli- 
ance on NTBs, there needs to be greater uniformity in the structure of 
nominal tariffs, around an agreed average rate and introduced on a gradual 
but firm basis. To assist industry during this period of transition to a more 
competitive manufacturing environment, the government’s regulatory re- 
gime needs to be greatly simplified and a range of industrial promotion 
measures—finance, training, marketing—introduced. 

The major elements of such a strategy are supported by most senior 
policy makers and endorsed in the government’s plan.’ They also form 
part of the December 1984 agreement between the government and the 
International Monetary Fund. Several years earlier, beginning in 1981, a 


6. R. M. Bautista, J. H. Power, and Associates, Industrial Promotion Policies in the Philip- 
pines (Manila: Philippine Institute for Development Studies [PIDS], 1979), and preceding 
volumes. A recent comprehensive study is being published by the Joint Research Project of 
the PIDS and the Tariff Commission. 

7. In Medium-Term Philippine Development Plan 1987-1992 (Manila: National Economic 
and Development Authority, 1987), section on “Policies and Strategies” for industry. 
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similar program was initiated as part of the World Bank’s Structural Ad- 
justment Loan, but it was derailed in the last Marcos years. Why, then, 
the current uncertainty regarding implementation of the program? 

The difficulties are principally twofold. First, Trade and Industry Secre- 
tary Jose Concepcion is strongly opposed to trade liberalization, certainly 
in the short term and probably in the longer term also. He has made his 
opposition clearly known, and he is one of the Aquino administration’s 
most popular and “political” figures. Moreover the new constitution is 
ambivalent on trade policy, Article XII stating in part that the government 
“shall promote the preferential use of Filipino labor, domestic materials, 
and locally produced goods.” It is only the support from other senior cab- 
inet members and the agreement with international agencies that offer any 
prospect of successful implementation of the program. Secondly, evidence 
of a resurgence of private investment is rather patchy, apart from the quite 
frenetic and speculative activity on Manila’s stock exchanges, much of it in 
mining stocks. Foreign investments in the first quarter of 1987 were actu- 
ally 30% lower than the corresponding figure for 12 months earlier, 
although investment approvals for the whole of 1987 are likely to easily 
exceed the 1986 figures. The absence of any substantial pickup is ex- 
plained in part by high real (inflation adjusted) interest rates that peaked at 
over 25% in the first quarter of 1986, following the blowout in election- 
induced government spending, and are still over 10%; by continuing ap- 
prehension in the foreign (especially Japanese) business community con- 
cerning personal security, following the 1986 kidnapping of a Japanese 
businessman, and other restlessness in the armed forces; and by lingering 
doubts over the direction of economic policy in the Aquino administration. 

But the sluggish investment picture and concern over industrial policy 
formulation are also explained by the new Omnibus Investment Code re- 
leased in June 1987 and signed into law a month later by the president 
using her executive powers. While offering a number of attractive financial 
inducements, the code in important respects is a return to the much more 
regulatory regime of the 1970s. For example, it empowers the Board of 
Investments to impose direct entry controls over what it considers “over- 
crowded”’ industries. Moreover, as a group of prominent Philippine econ- 
omists have pointed out,® the code is not “scale-neutral” (in terms of 
incentives to firms of differing size), and the foreign investment regulations 
confer considerable discretionary power on officials. In sum then, there 
has been much progress on trade and industry policy reform, but impor- 
tant differences exist concerning future directions. 


8. Economic Recovery and Long-Run Growth: A Review of the First Eleven Months of the 
Aquino Government (Manila: PIDS, 1987), p. vi. 
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The Role of the Public Sector 


The role of the public sector under President Aquino will be absolutely 
critical to economic and political recovery. What is required is a develop- 
ment-oriented government that is committed to the effective provision of 
public goods, avoids wasteful public sector investment and partisan policy 
making, and provides firm and decisive leadership. It is a tall order after 
the last, divisive years of the Marcos era, which were characterized by a 
small, illiquid, and heavily politicized public sector. 

The Philippines does not necessarily need “small” government. Mea- 
sured by the share of government revenue in GDP it already has one of the 
smallest public sectors in the region (see Table 1), although such compari- 
sons need to be undertaken with care because of differences in concepts 
and coverage. The government’s major fiscal problems are a dramatic ero- 
sion in its revenue base and, on the expenditure side, crippling budget 
grants to poorly performing state enterprises. The result, in the 1980s, has 
been an enlarged public sector deficit and reduced expenditure in priority 
areas. From a peak of 4% in 1982, the deficit’s share in 1983-1985 fell, 
only to rise again to over 4% of GDP in 1986, mainly because of election- 
induced spending in the first quarter. 

The immediate prospects for increased revenue and a reduction in the 
deficit are quite good. A range of revenue measures was adopted as part of 
the 1986 Tax Reform Program, and plans are now reasonably well devel- 
oped for the introduction of property and value added taxes.? Customs 
revenue in the first half of 1987 also exceeded targets, in part because the 
Swiss surveying company SGS is now responsible for verifying import cer- 
tificates at source. On the expenditure side, although debt repayments 
constitute a continuing drain (in the 1988 budget they are proposed to 
total 41% of planned expenditure), it is expected that the large drain on 
government revenue caused by uneconomic state enterprises will gradually 
be reduced. For these reasons a public sector deficit of only 1%, consistent 
with IMF guidelines, is confidently predicted for 1987 and 1988. Perhaps 
ironically, the principal fiscal issue in the near future might well be 
whether government policy is not too contractionary. A 1% deficit will 
imply a modest domestic budget surplus—given debt servicing and other 
net overseas obligations—hardly an appropriate policy for a deeply re- 
cessed economy. Under an alternative scenario, the government might 
adopt a policy of modest fiscal expansion together with more flexible ex- 
change rate management, and an expenditure mix that limits the “leak- 


9. The introduction of the latter has been hastened, apparently, by the spectacular success 
of the tax in Indonesia after 1985. 
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ages” through imports by harnessing underutilized labor and other 
resources (e.g., rural, labor-intensive public works programs). 

Reform of the state enterprise sector is one of the government’s most 
pressing tasks. The proliferation of state enterprises is a relatively recent 
phenomenon for a country in which, historically, governments have not 
played a large economic role. In 1970 there were just 65 government- 
owned or controlled corporations. The number had almost doubled (120) 
by 1975, and it rose to 303 by 1984, the latter figure including 57 cases of 
“acquired assets” through the government’s controversial “bail-out” pro- 
gram in the early 1980s.!° Lacking financial independence and managerial 
autonomy, and operating in a highly political environment, the perform- 
ance of these enterprises in the late Marcos era was extremely poor. For 
example, a study of 13 major nonfinancial corporations from 1981 to 1984 
found their annual total loss ranged from P1.1 billion to P15.7 billion, 
equivalent to 2.3-4.5% of GNP and in most years well over 100% of the 
budget deficit.!1 These losses fell sharply in 1985 and 1986, mainly be- 
cause of drastic pruning of capital expenditures and some increases in 
charges. Government financial institutions have also been performing very 
poorly. The two largest, Philippine National Bank and Development 
Bank of the Philippines, together account for about one-third of the Philip- 
pine financial system (excluding the Central Bank). Government assist- 
ance in 1986 to the two institutions was reported to be about P15 billion, 
in the form of direct government grants and other borrowing arranged 
within the public sector. An IMF report cited in the Philippine press sug- 
gested almost 90% of DBP’s portfolio was “nonperforming.” 

Reform of the public sector is essential, both to revitalize the financial 
system and to free resources for more pressing areas of government re- 
sponsibility. But as the group of prominent economists assembled by the 
Philippine Institute of Development Studies (PIDS) noted, “reform of the 
government corporate sector has proceeded at a painstakingly slow 
pace.”!2 What are the government’s options and how much has been 
achieved? The president, under Proclamation 50, created the Committee 
on Privatization (COP) and the Asset Privatization Trust (APT). The 
government’s intention is to dispose of 108 government corporations and 
365 nonperforming assets of state financial institutions in the hope that 
sales over the period 1987—1992 would be up to $5 billion. However, pro- 
gress so far has been very slow. Neither the COP nor the APT is fully 


10. These figures are from the Medium-Term Plan, p. 393. 

11. A Review and Appraisal of the Government Response to the 1983-84 Balance of Pay- 
ments Crisis (Manila: PIDS, 1985). 

12. Economic Recovery and Long-Run Growth, p. vii. 
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operational, guidelines concerning the valuation and disposal of assets are 
not clearly established, staff of some of the listed corporations (including 
very large bodies such as the Philippine National Oil Company and Philip- 
pine Airlines) are said to be resisting the changes, and domestic and for- 
eign investors are adopting a cautious attitude pending the clarification of 
trade and industry policies. There is also some uncertainty regarding the 
role of the Presidential Commission on Good Government and its seques- 
tration proceedings. This uncertainty is evident in a wide range of business 
transactions after February 1986; it is nowhere better illustrated than in 
attempts by foreign firms to bid for the personal holdings of Eduardo 
Cojuangco, one of Marcos’s principal “cronies”, in the nation’s largest in- 
dustrial company, the San Miguel Corporation. 

The privatization program will be beneficial only if the mechanisms for 
disposal can work efficiently and if it can be supported by other policy 
reforms that ensure a more competitive environment. In the short run 
there appears little prospect of the government reaping large returns from 
either the sale of nonperforming assets at home or the recovery of personal 
wealth abroad. Another important issue for the public sector concerns the 
operational capacity and efficiency of the bureaucracy. This is so for a 
number of reasons. First, in some (but by no means all) government de- 
partments there was extensive turnover of staff following the change in 
regime, affecting not only senior staff but also some of those at middle 
levels. Second, the government has a number of ambitious and difficult 
programs to be implemented—land reform, privatization, dismantling 
trade monopolies, the Community Employment Development Program— 
that will require a skilled and sympathetic bureaucracy. Third, real levels 
of remuneration in the public sector have almost certainly declined sharply 
in the 1980s, not only in the form of salaries but also in support and sup- 
plementary resources. Finally, the bureaucracy is open to much more vig- 
orous scrutiny than was the case during the Marcos era, both from the 
now competitive and uninhibited Manila press and from an activist (and 
perhaps unpredictable) new Congress. 

It is still too early to evaluate the performance of the bureaucracy under 
the Aquino administration in light of these formidable constraints. Stories 
abound in Manila of the emergence of “‘new cronies,” of extensive petty 
corruption in lieu of the large-scale (and high-level) corruption in the 
Marcos era, and of delays in the day-to-day management of government 
business and in the judiciary. Recent reports also indicate that the Philip- 
pine bureaucracy lacks the capacity to absorb and direct the annual con- 
cessional aid flows available to the country of about $2 billion. The Asian 
Development Bank, for example, is reportedly having difficulty spending 
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$50 million, out of the total pool of $300-$400 million. There are clearly 
more checks on the bureaucracy than previously, but the resources avail- 
able to it have yet to expand in line with its increased responsibilities. 

One of the most important of these responsibilities is poverty alleviation. 
The only lasting solution to this problem, of course, is economic growth, 
but there is much scope for specific social programs. In the last years of 
the Marcos administration the incidence of relative poverty rose. The Me- 
dium-Term Development Plan estimates that 59% of families were in pov- 
erty in 1985; for rural areas the figure was 64%. Social indicators support 
this pessimistic picture; for example, a UNFPA Basic Assessments team, 
which visited Manila in late 1985, concluded that infant mortality was 
almost certainly on the increase although the data base was not strong.!> 
Social services expenditure by the government on health, housing, and ed- 
ucation fell by more than 50% in real terms between 1982 and 1985.14 
Clearly the case for privatization and disposal of such assets is strength- 
ened to the extent that funds required to support uneconomic state enter- 
prises can be reallocated to social services and physical infrastructure. 

Population policy is likely to be a contentious issue. In 1960 the popula- 
tions of (South) Korea, the Philippines, and Thailand were similar, being 
25 million, 27.4 million, and 27 million, respectively. The demographic 
transition: to low fertility and mortality rates has been rapid and successful 
in Korea, while Thailand’s population growth has been declining. But 
continuing high population growth in the Philippines suggests its popula- 
tion could be at least 103 million in the year 2025, much higher than Thai- 
land (86 million) or Korea (61.5 million).! Population policy is, of 
course, a delicate issue in the Philippines. The new constitution adopts a 
““pro-natalist” stance, and conservative church elements are now perhaps 
more influential than under the previous administration. With little pros- 
pect of an activist population program and a sudden decline in population 
growth, the Philippines will soon have the status of a resource-poor econ- 
omy, with its population density approaching the current Korean level in 
three or four decades. 


13. T. H. Hull and A. Larson, “Dynamic Disequilibrium: Demographic Trends and Poli- 
cies in Asia,” Asian-Pacific Economic Literature, 1:1, 1987, p. 49. 

14. Expenditure in 1978 prices was P6.5 billion in 1982 and P4.1 billion in 1985. Figures 
calculated from Philippine Statistical Yearbook 1986 (Manila: NEDA, 1986). 

15. Hull and Larson, “Dynamic Disequilibrium.” The figures cited are the so-called “‘me- 
dium-variants,” which many Philippine demographers believe paint too optimistic a picture 
of the prospects for fertility decline in their country. 
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Land Reform 

Unlike trade and industry policy, both the ends and means of land reform 
are far from clearcut. This is an emotive, highly politicized issue, and it is 
viewed by many as a barometer of the Aquino administration’s commit- 
ment to substantial social change. Nevertheless, probably the most that 
can realistically be expected is a somewhat more vigorous prosecution of 
the program announced by Marcos following his declaration of martial 
law in 1972. More radical measures are likely to encounter stiff political 
opposition from within the new Congress and from influential land-owning 
groups. Marcos’s land reform, though hardly comprehensive, was more 
far-reaching than all previous programs. Arguing that congressional ob- 
struction on land reform was an important motive for declaring martial 
law, Marcos promised vigorous implementation, and in the mid-1970s 
there appeared to be some prospect of genuine progress, especially in the 
central Luzon and southern Tagalog regions. Nevertheless, the achieve- 
ments in the following decade were modest. The 1972 decree covered only 
rice and maize tenant farmers whose landlords owned more than seven 
hectares, thereby effectively excluding 60% of tenant farmers, not to men- 
tion landless laborers. Moreover, the distribution of certificates of land 
transfer was extremely slow. 

The case for land reform in the Philippines is clear enough. Politically, 
it can provide a means of diffusing radical opposition, a symbolic gesture 
from a government which initially (and understandably) has been con- 
cerned overwhelmingly with economic revival rather than equity. The 
economic argument is that historically income distribution in the Philip- 
pines has been very uneven, and that the distribution of land ownership 
has been an important contributory factor. According to this view, 
although it is difficult to determine what effect land reform would have on 
land productivity (it may well be positive provided suitable supportive pol- 
icies are introduced), the principal concern is that land reform is the surest 
means of poverty alleviation in rural areas. It is also maintained that the 
existence of scale economies in agricultural production and processing is 
not an argument against land fragmentation through agrarian reform.'® 

The Aquino administration has approached this issue most cautiously, 
issuing a fairly comprehensive decree in July 1987 (Proclamation No. 131 
and Executive Order No. 229), but leaving the Congress to specify details 
and implementation. Many argue that, with the reform now in the hands 
of Congress, the prospects of major changes are slim. The Medium-Term 


16. For a strong argument in support of this proposition, see C. F. Habito, “Should Scale 
Economies Stand in the Way of Philippine Agrarian Reform?”, paper presented to a meeting 
of the Philippine Economic Society, May 1987. 
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-~ Plan assigns a key role to land reform,!” but is short on some specifics. Its 
targets include on-going activities, expansion activities, and support meas- 
ures. The former include the granting of “emancipation patents’ to 
687,000 farmer-tenants over the period 1987-1992, affecting one million 
hectares. There is also the target of 40,000 certificates of land transfer to 
22,000 beneficiaries by 1992, covering about 31,000 hectares. Under ex- 
pansion activities, the Plan states that the “inclusion of sugar lands and 
other crop lands . . . is under serious consideration.” In a draft program 
released in May 1987 and in the July executive order, the government de- 
veloped a four-phase program aimed at an eventual ceiling of seven hect- 
ares and including the following proposals: the redistribution of 557,000 
hectares of rice and maize land, representing basically a continuation of 
the Marcos program; the inclusion of an additional 600,000 hectares of 
“voluntarily offered, idle, abandoned, or sequestered land”; subsequently 
1.3 million hectares of sugar, banana, and coconut plantation would be 
included, followed later still by three million hectares of publicly owned 
land. 

Full details of the government’s proposal have yet to be developed, but 
there are a number of issues related to feasibility and implementation. Ex- 
pectations generated by the reform need to be tempered by an appreciation 
of the limitations that arise from continuing high rates of population 
growth. The population will have tripled from 1950 to 1990, and the land 
area per capita of agricultural population will have declined from 0.56 to 
0.37 hectares.'® Opportunities for expansion of the land frontier were ex- 
hausted by the late 1960s. While the average area is perhaps sufficient to 
support a family in well-watered volcanic soils (such as central Luzon), 
this is unlikely to be the case throughout the country. Moreover it needs 
to be remembered that rural nonfarm employment in the Philippines is 
already substantial,!° and land reform offers no prospect of poverty allevi- 
ation, except perhaps indirectly, for this group. 

Will the reform be confiscatory to any degree? The new constitution 
specifies compensation at fair market value for land subject to agrarian 
reform, and most government officials have indicated this will be the case. 
“Fair market value” is an ambiguous concept, however, and it is also pos- 


17. Medium-Term Plan, pp. 95-113. 

18. These figures are from a series of informative articles on land reform in the Far Eastern 
Economic Review, 5 March 1987. 

19. Estimates of the percentage of the rural Philippine labor force in nonagricultural activ- 
ities vary, but it appears to be above 30%. See R. V. Fabella, “Rural Manufacturing Employ- 
ment in the Philippines: Contribution and Determinants,” Working Papers (New Delhi: 
Asian Employment Programme, 1986). 
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sible that compensation could take the form of exchange of assets (such as 
from the government’s stock of nonperforming assets) of equivalent nomi- 
nal value, even though the real value would be substantially less. If some- 
thing approaching full market compensation is provided, the program is 
open to the obvious criticism that it has had no effect on the distribution of 
wealth and income. Moreover funding becomes critical. The government 
has tentatively estimated the cost of the program to be approximately P50 
billion (or $2.4 billion). The late Finance Secretary Ongpin maintained 
that these funds could be provided through the sale of nonperforming as- 
sets, sequestered assets, and the provision of $500 million in “seed money” 
from international donors. None of these sources is likely to provide funds 
immediately.2° Alternatively, the government could finance part of the 
transfers through the state banking system. Nevertheless, as noted, the 
two largest banks remain financially crippled. The president of the third 
bank, the Land Bank of the Philippines, which would be the principal fi- 
nancial agency, has publicly registered the bank’s “major disagreement 
with other government departments on the scope of the program.” If the 
land reform program does contain a confiscatory element, there are also 
likely to be problems. One is the immediate question of political feasibil- 
ity. The new and powerful Senate, comprising just 24 members (23 after 
the retirement of Secretary Manglapus), may well block the proposal as it 
requires only twelve senators to vote down a bill. The scheme could also 
get bogged down in the slow-moving judicial system, as powerful landed 
interests mount a sabotage campaign. Broader issues are also at stake if 
landowners receive below market compensation, either in the form of out- 
right payment or in debt certificates. One is the potential effect on domes- 
tic (and foreign) investor confidence if the government is seen to be 
forcibly appropriating private assets. Another is the argument that the 
reform involves arbitrary asset redistribution in the agricultural sector, 
while leaving the industrial and service sectors untouched. 

Whatever the final proposal, implementation will be a major factor in 
the program’s success. If there are loopholes and exemptions of whatever 
kind—-and some seem certain—land reform under President Aquino will 
suffer the same fate as under her predecessors. The program will make 
heavy demands on the government’s rural bureaucratic infrastructure, the 
morale and financial resources of which are already severely depleted. 
Moreover, as political processes become less centralized and more demo- 


20. The limitations of the first two sources have been discussed above. On the third, a 
senior official of USAID stated in May 1987 that the foreign donor community was unlikely 
to finance land acquisition, although it might consider support for administration of the pro- 
gram. 
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cratic, new regional power brokers are likely to emerge (especially in dis- 
tant provinces) who are able to defy central government edicts. Finally, 
the program presupposes the efficient provision of support services, espe- 
cially agricultural extension services and credit. But, as noted, officials 
from the state bank with responsibility for the program regard the current 
proposal as too ambitious, and rural credit institutions are hardly in opera- 
tion throughout much of the country. A recent report suggests that “only 
about 20% of the 1,000 rural banks are performing well.”2! 

Paradoxically, land reform is likely to engage a disproportionate amount 
of the government’s attention, even though the issue is not crucial to eco- 
nomic recovery. The outcome is uncertain, and the program will be one of 
the severest tests of the administration’s political resolve and administra- 
tive capacity. The reform desirably would be comprehensive and moder- 
ately confiscatory, supplemented by a progressive land tax; it will be more 
effective if greater attention is given to rural infrastructure and extension 
services in rural areas; and the centralizing regulatory biases against rural 
industrialization need to be removed. Whether any or all of these condi- 
tions will be fulfilled remains to be seen. 


Conclusion 

We end this article as we began it. The change in regime in February 1986 
represents a watershed in Philippine history. The Aquino administration 
offers some prospect of resolving the impasse that developed in the long 
years of Marcos rule, particularly after 1980. Philippine economic per- 
formance during the 20-year Marcos rule was overshadowed by virtually 
every developing market economy in East Asia. In the mid-1960s the 
country accounted for 7% of Asian exports; two decades later the share 
had fallen to 2.5%. Can the slide be arrested? If performance matches the 
targets in the Medium-Term Development Plan, there will be rapid recov- 
ery. It forecasts real annual GDP growth over the period 1987—1992 to be 
6.9%, with agriculture (5% growth), industry (8.8%), and services (6%) 
all expanding quickly. Gross national savings, estimated to be 16% of 
GNP in 1986, is projected to rise to 23.6% in 1992, while real export 
growth will be 8.8%. Social targets are equally ambitious: the postsecon- 
dary school enrollment ratio is to double, while the percentage of rural 
families in poverty is to decline from 63.7% to 48.1%. 

Recovery will ultimately depend on the fortuitous combination of 
favorable external and internal conditions. Externally, while no major 
windfall gains are in prospect (as occurred in the early years of President 
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Soeharto’s rule in Indonesia), conditions are reasonably encouraging: in- 
terest rates have declined, and the country’s international financiers are 
conciliatory; the oil price declines of the last three years have offered con- 
siderable relief to the balance of payments; and some export prospects are 
good. Among the latter are garments (in which the Philippines is unlikely 
to face major quota problems), coconuts, gold, seafood products, tourism, 
and overseas labor services. But positive external developments will be 
insufficient to engineer recovery. Internal policies will be the decisive fac- 
tor. The government is fortunate to be able to preside over a country that 
possesses many of the “fundamentals” for development—a skilled labor 
force, a strong managerial and entrepreneurial base, a quite sophisticated 
services sector, and proximity to many dynamic economies. Economic re- 
covery will depend on how effectively the new government can capitalize 
on these assets by mobilizing its undoubted popularity to implement new 
policies and provide decisive leadership. The “honeymoon period” for the 
Aquino administration is now well passed. Unless it grasps external and 
internal opportunities more firmly, the recovery of 1986 and 1987 may 
well prove to be ephemeral. 
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The 1955 System 

In October 1955 the right and left wings of the Japan 
Socialist Party (SP) merged, and in the following month the two con- 
servative parties, the Democratic Party and the Liberal Party, also merged 
to form the Liberal Democratic Party (LDP). This marked the founding 
of the 1955 system. The rationale for the mergers was above all the desire 
for political power and control of the government. The Socialist Party, 
splintered over the 1951 San Francisco peace treaty, had increased its Diet 
strength in the successive elections of 1952, 1953, and 1955, and the ad- 
vance of the left wing was particularly noteworthy. In the spring 1955 
election, both wings campaigned on a platform promising a merger in the 
near future. The Diet strength of the conservatives, on the other hand, 
kept shrinking in election after election, and the Democratic Party that 
had organized the Hatoyama cabinet fell far short of a majority in 1955. 
The conservatives resolved to merge in order to build a stable conservative 
government and in response to the Socialists’ merger. 

The mergers within the two camps, however, were also brought about 
by strong external pressures. Sohyo, the labor federation created by the 
occupation authority, had turned sharply left and radical with the coming 
of the Korean War; at that time it was directing a large-scale labor cam- 
paign against “rationalization” in many places. Without Sohyo’s total en- 
dorsement, the Socialist left wing could not have expanded as it did. 
Without its negative pressure, the JSP would not have come together 
again. 
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On the other hand, having launched itself on a campaign of technologi- 
cal innovation and production rationalization, the business community 
(represented by Keidanren, etc.) needed a stable conservative government 
for the purposes of maintaining a good relationship with Washington, 
thwarting the JSP’s growth, and coping with the labor movement. It was 
under this strong business (zaikai) pressure that the conservatives resolved 
to combine into a single conservative party. In short, the 1955 system was 
a confrontational system against the backdrop of intense labor-manage- 
ment conflict. 

Naturally there was opposition to the mergers in both camps—the con- 
sequence of factional squabbles over hegemony or ulterior motives. In the 
JSP’s case, the prime movers of merger were Suzuki Mosaburo (Rono-ha) 
in the left wing and Kawakami Jotaro (Nichiro-ha) for the right, while 
Wada Hiroo on the left and Nishio Suehiro on the right were opposed. 
Nishio, in particular, was critical of the left wing and of Sohyo for their 
“opposition to constitutional revision.” With the backing of Domei-affili- 
ated unions, Nishio proclaimed the “national party thesis” to oppose the 
“class party thesis.” He was to organize the Democratic Socialist Party 
(DSP) in the spring of 1960, thus undoing the merger in less than five 
years. On the conservative side, the prime movers were the Democratic 
Party’s executive committee chairman, Miki Bukichi, and the Liberal 
Party’s secretary-general, Ono Bamboku, while the Miki Takeo-Mat- 
sumura Kenzo faction in the Democratic Party and the Yoshida faction in 
the Liberal Party were opposed. The conservatives could not agree on a 
new president and settled instead on a system of acting commissioners 
(Hatoyama, Ogata Taketora, Miki Bukichi, and Ono). But the opposition 
was overcome on both sides. The controlling elements were anticommun- 
ism (or antisocialism) within the LDP and the battlecry of class struggle 
by the left wing in the JSP. 

This confrontation was based on the most important inheritances be- 
queathed by the U.S. Occupation—the new constitution (1946) and the 
security treaty (1951). The former was the early Occupation period’s big- 
gest monument to the democratization of Japan, and the latter was born in 
the context of U.S.-Soviet tension in the late Occupation period. They did 
not sit well with each other. The sponsors of the JSP merger wanted to 
defend the constitution and abolish the treaty, while the conservatives de- 
manded revision of the constitution and preservation of the treaty. The 
two monuments with their twisted interrelationship were passed on to the 
third monument, the 1955 system, and survived as the banners for the 
LDP and the JSP in their politics of confrontation. 
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The standoff between the two camps intensified under the Kishi govern- 
ment (1957-60), which called for a “new era in Japan-U.S. relations,” and 
it came to a head in 1960 over the issue of security treaty revision. The 
Sohyo-centered mobilization organization plus media-directed information 
attracted an unprecedented mass of demonstrators around the Diet build- 
ing. It encouraged the Socialists, and split the LDP into mainstream and 
anti-mainstream wings of the party. Even though the treaty itself was rati- 
fied, President Eisenhower’s trip was cancelled and the Kishi cabinet re- 
signed. Not surprisingly, the Ikeda cabinet that succeeded Kishi took a 
sharp turn away from politics toward economics and proclaimed the pol- 
icy of income doubling. This was the start of full-fledged high-speed eco- 
nomic growth. In time this switch from politics to economics undermined 
the platforms of both sides. The LDP’s demands for constitutional revi- 
sion as well as the Socialists’ calls for treaty abolition were frozen, and 
except for an occasional resurrection they lost their potency. Unlike the 
cases of “consensus” and “convergence” between conservative and social- 
ist parties in the West, the two camps learned to live together without 
retracting their platforms. They became bedfellows. But then they had to 
be more. In the midst of rapid industrialization and social change, the bed 
they shared grew smaller and smaller. 


Party Strength 

Let us review the election results of this period. In 1958, in the first gen- 
eral election after the 1955 system was established, the LDP’s party vote 
was 57.8% Then it declined steadily; in 1967 it fell below 50%, reached 
an all-time low of 41.8% in 1976, but showed signs of recovery thereafter. 
The LDP’s Diet strength in terms of seats was 61.5% in 1958; in a jagged 
fashion it fell below 60% in 1967, then below 50% in 1976, and reached 
the low of 48.5% in 1979. The JSP, too, was in a long-term decline. Start- 
ing from the all-time JSP high of 32.9% in 1958, by 1960 it was hovering 
in the 20% to 30% range (after the DSP’s walkout) and dipped below 
20% in 1979. The JSP Diet seats reached a high of 35.6% in 1958, dipped 
to the 20-30% range in 1967, then to 18.5% in 1969; they rebounded to 
the 20-30% range, but at the end of the 1970s barely exceeded 20%. The 
sum of LDP-JSP party vote was 90.7% in 1958; it then began to fall, 
reaching the nadir of 62.5% in 1962. The parties’ combined Diet seats 
were 97.0% in 1958, and then fell to a low of 69.4% by 1979. Roughly 
speaking, the two parties both declined while maintaining a 2 to 1 ratio 
between them until 1969; thereafter the JSP declined faster than the LDP. 

In my short article in the February 1964 issue of Shiso entitled “The 
Political System of 1955,” I argued that an LDP-JSP oligopoly at a 2:1 
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ratio meant a long-term LDP government. In the election of 1963, the 
LDP Diet seats constituted 60.6%, the JSP 30.8%, and their combined 
seats, 91.4%. In 1969, in the third chapter of my book, The Political Sys- 
tem of Modern Japan, J argued that “the party vote ratio of 2:1 will remain 
but the combined votes of the two parties will shrink.” In the general 
election of 1967, the LDP Diet seats comprised 57.0%, the JSP 28.8 %, 
and the combined seats 85.8%. The Asahi Shimbun opinion poll of 1968, 
however, noted a decline of Socialist support, and in the following year a 
visible decline in the JSP vote materialized. 

The decline of LDP-JSP Diet strength is a consequence of the expansion 
of third parties such as the Japan Communist Party (JCP), the DSP, and 
Komeito (KMT). It was not until 1969 that the JCP—reformed immedi- 
ately after Japan’s defeat—began to win ten seats or more. The DSP has 
at times exceeded 30 seats. And after winning 25 seats in 1967, the KMT 
has at times exceeded 50 seats. All three have gone through wide fluctua- 
tions in power. Their combined party vote was 2.6% in 1958, over 10% in 
1960, and over 25% in 1969; since 1976 it has hovered at about 30%. 
Their combined Diet seats comprised 0.2% in 1958, over 10% in 1967, 
and over 20% since 1976. The highest was 26.8% in 1979. If we add the 
JSP vote to this, the opposition seats were easily in excess of 40% in the 
1970s. Let us call this phenomenon a government-opposition balance 
based on multiple opposition parties (yo-yato-hakuchu). 

During the period of transition from LDP-JSP oligopoly to yo-yato- 
hakuchu, important changes in both social structure and political organi- 
zation were taking place. Internationally, the Nixon shock of 1971 was 
followed by the oil shock of 1973, which ushered in a period of slow do- 
mestic growth. On the whole, the 1955 system may be said to have broken 
down at the beginning of the 1970s. But of course this depends on how 
one defines the system. If the 1955 system means an LDP monopoly of 
power, it remains in existence. However, one cannot deny that an impor- 
tant change took place in the early 1970s. In 1977 a special issue of Nenpo 
Seiji-gaku entitled, “The Formation and Decline of the 1955 System,” ar- 
gued in the Introduction that the “process of decline” is “in progress.” 
That is one way of putting it. In my Modern Politics (1985), I pointed out 
that yo-yato-hakuchu amounted to a transformation of the system. Per- 
haps it is best simply to refer to the decline of the 1955 system or to the 
transformation of the LDP long-term government. 


Social Change 
Behind the election results described above were tremendous social 
changes—-changes caused by the rapid industrialization that took off in the 
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1950s and attained full momentum in the 1960s. This was actually the 
third wave of Japanese industrialization, following the economic develop- 
ment under the Tokugawa Bakufu in the 18th century and the rich-coun- 
try-strong-arms industrialization under the Meiji state in the 19th. But 
there had never been social change of such a magnitude in so short a pe- 
riod in Japan. We can see its intensity from three perspectives: changes in 
social stratification composition (in industrial and occupational terms), 
changes in the social structure (urban and rural), and the impact of the 
mass media. 

Let us look at the changes in social stratification. Total employment 
leaped from 36 million in 1950 to 56 million in 1980, while the share of 
employment in the primary sector fell from 48.3% to 10.9%. Thus Japan 
changed from a 50% agricultural society to a 10% agricultural society. 
The tertiary sector climbed from 29.8% to 55.4%. Noteworthy was the 
fact that the secondary sector increased from 21.9% to 33.6% but hit a 
ceiling in the 1970s, with the highest percentage, 34.1, reached in 1975. In 
occupational structure, between 1955 and 1975 salaried workers increased 
from 16% to 30% and industrial workers from 20% to 33%, while self- 
employed businessmen and manufacturers remained stable at 19% and ag- 
ricultural-fishery-forestry workers declined from 41% to 14%. Let us now 
contrast this with Europe. The first French statistics taken in 1856 re- 
corded 51.7% of the population in the primary sector. Hence a 50% agri- 
cultural society may have existed in France between the 1840s and the 
1860s. A 10% agricultural society was not reached in France until the 
1970s. According to the first German statistics dating from 1882, 47.3% 
of the population was in the primary sector. A 50% agricultural society 
must have existed between the 1850s and 1870s. Not until 1960 did the 
figure for farmers drop to 10%. In the first English statistics of 1841, the 
primary sector was 22.3%. Thus a 50% agricultural society must have 
existed in the early 19th century. The 10% figure was reached in the 
1880s and 1890s. England aside, changes that took 100 years to accom- 
plish in France and Germany took place in Japan in thirty years. By the 
1970s Japan had reached the same level as those two countries in terms of 
the proportion of the primary sector. 

Second, let us look at the change in the urban concentration of popula- 
tion. With high speed industrialization, the rural population flowed to the 
cities, where workers, commuters, and migrants multiplied to make social 
relations more fluid and varied. Between 1955-1965, the population of the 
Pacific coast belt, including such new industrial cities as Fukuyama, 
Mizushima, Goi, and Kashima, reached 50-55% of the total population of 
Japan. In densely populated areas such as Tokyo and Osaka, population 


JUNNOSUKE MASUMI 291 


hit a ceiling and began to decline, and the surrounding regions such as 
Kanagawa, Saitama, Chiba, Nara, and Hyogo began to absorb migrations. 
On the other hand, the phenomenon of depopulated rural areas became 
conspicuous. In villages and towns in the mountainous regions, the out- 
ward migration of younger men left the aged, women, and children. In 
time, as the death rate exceeded the birth rate, whole families began to 
leave for the cities; branch schools, public halls, fire brigades, and irriga- 
tion systems went out of existence along with village society. 

Especially remarkable was the rapid growth of the mass media after 
1950. Radio set ownership by households reached 73.8% in 1955, a peak 
of 81.3% in 1958, and then began to decline until it got down to 45.8% in 
1961. Television set ownership was 0.9% in 1955, 33.2% in 1960, and 
94.8% (or saturation) in 1970. Newspapers and other printed media are 
holding their own. It is difficult to discover the relative influence of the 
“printed” or “linguistic symbol system” and the “image symbol system,” 
but journalists of both types, situated at the fountainhead of information, 
can mobilize information consumers in a certain direction through news 
collection, editing, commentaries, and suggestions. Such an influence er- 
odes the mobilizational network of the men of influence in a traditional 
agricultural society, while mobilizing the new migrants to the cities. In- 
dustrialization is thought to have created and expanded mass society 
through the interaction of urbanization and the mass media. 


Constituencies 

The LDP’s constituency (jiban) was initially made up of farmers and self- 
employed businessmen and manufacturers. Its votes were gathered by the 
efforts of local men of influence. In the Asahi Shimbun polls of 1955 and 
1965, respectively, 48% and 45% of all voters endorsed the LDP, with 
62% and 58% of the self-employed and 52% and 59% of those in agricul- 
ture-forestry-fisheries endorsing it. During these ten years the self-em- 
ployed remained stable in size while the agricultural-forestry-fishery 
industries rapidly declined. Hence the ratios of the self-employed among 
LDP supporters were 24% and 26%, respectively, while the ratio of those 
engaged in agriculture, forestry, and fishing declined from 44% to 33%. 
The sums of the two were 68% and 59%. In terms of regions, the LDP 
was endorsed by 48% of all registered voters in cities under 100,000, and 
48% of all registered voters in smaller towns and villages; in the two to- 
gether the LDP received a 66% endorsement. Thus, one can see that at 
this time the LDP had its jiban among the self-employed, those in the 
agricultural-forestry-fishery industries, and in nonurban areas. 
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The Socialists’ main jiban was among industrial workers and the sala- 
ried class. The means of mobilizing them were unions and the media. As 
the saying went, “organizations for the JSP, face (kao—i.e., personal con- 
nections) for the LDP,” or “newspapers for the JSP, face for the LDP.” 
In 1955 and 1965, respectively, the JSP’s supporters were 31% and 34% of 
registered voters, 51% and 48% of industrial workers, and 50% and 45% 
of the salaried class. Among the JSP supporters, industrial workers com- 
prised 34% and 40% in 1955 and 1965, and salaried workers 27% and 
30%. Thus, both groups represented as much as 61% and 70% of JSP 
supporters. In terms of regional distribution, 43% of all registered voters 
in the seven major cities in 1965 endorsed the JSP. In those cities with 
more than 100,000 registered voters, 34% supported the JSP. The sum of 
both constituted 43% of the entire group that supported the JSP. In some 
instances the JSP polled considerable support in rural districts, and these 
were attributabie to the survival until the 1960s of prewar peasant union 
organizers. 

The spread of mass society eroded the traditional jiban of a Dietman. 
To cope with it, individual candidates in the 1958 general election began 
organizing their own personal koenkai across the country. By the 1963 
local elections, many local assemblymen followed suit. A koenkai is a per- 
manent campaign organization for nurturing jiban. According to a na- 
tional survey in 1967, koenkai members constituted 6% of all registered 
voters—4% in seven major cities, 6% in medium and small cities, and 6% 
in rural areas. Among those engaged in agriculture-forestry-fishing and 
among self-employed businessmen and manufacturers, roughly 10% be- 
longed to koenkai. Of those who voted for the LDP, 8% belonged to one. 
The KMT, because of its ties to the Buddhist Sokagakkai, enjoyed the 
highest organization rate—16%. By 1976, 14% of all registered voters 
belonged to Koenkai; among the LDP voters, 20% were members, a figure 
exceeded only by Komeito’s 24%. 

From the moment of its founding, the LDP has sought to transform 
itself from a parliamentary party to a mass-based one. Competition with 
Sohyo’s organizational activism made counterpart grass-roots activities 
necessary. Training of “organizational leaders” was one consequence. 
Following the security treaty revision upheaval of 1960, LDP party-build- 
ing was spurred by means of the Central Political Institute and resident 
local organizers. But it is questionable how effective these efforts have 
been. Grass-roots organizations are usually the product of self-help efforts 
by Dietmen and local assemblymen, and the party has had to depend on 
them up to now and probably into the foreseeable future. Two documents 
show this. An advisory opinion in October 1963 by Miki Takeo said: 
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“Though we cannot ban personal koenkai at present, they pose not a little 
problem for party activity due to their singular concentration on personal 
interest. We must think of ways to absorb them into the party organiza- 
tion in the future. To secure mutual cooperation of the two in the interim, 
we ought to enlist and register the important members of the koenkai and 
at least 500 others into party branches and ask them to contribute posi- 
tively to party activities.” Secretary-General Tanaka Kakuei’s draft pro- 
posal of September 1965 put it this way: ‘““The party’s local organization is 
in reality a loose federation of Dietmen’s Koenkai and [they] are not func- 
tioning effectively. To overcome this defect and to vitalize the grass-root 
actions and organizations under the leadership of the headquarters and 
branches, a system of resident local organizers should be set up to become 
the nucleus of party activities.” 

In the meantime Socialist Dietmen also began to form their own 
koenkai. Even though the JSP relied heavily on union vote-getting power 
(its constituency averaged 30%, and at most 60% in unions with strong 
agitprop activities), the unions had to be reinforced with Koenkai. JSP 
candidates who did not belong to unions, such as lawyers and doctors, 
found the Koenkai indispensable. A JSP report of March 1961 stated: 
“Despite complaints in the past, Koenkai proved to be effective in districts 
with weak party organization.” However, “where possible it is desirable to 
absorb them into the party organization.” A February 1964 report said: 
“Of late we have frequently augmented the weakness of party organization 
with koenkai. Election struggles ought to be conducted by the party or- 
ganization. Koenkai tend to impart a personal character to campaigns and 
are undesirable from the perspective of the party organization. However, 
we must concede this necessity to a degree under the present circum- 
stances.” The JSP’s Koenkai movement is insignificant when compared to 
those of other parties. According to the national survey mentioned above, 
only 5% of those voting for the JSP in the general election of 1967 be- 
longed to koenkai. The figure increased to 13% in the 1976 election but 
still lagged behind those of other parties. 

Another noteworthy feature of the JSP is the “structural reform” move- 
ment initiated in the late 1950s by Eda Saburo and party center secretaries 
who took their cue from the Italian Communist leader, Togliatti. Seeking 
to switch the JSP’s policy line in response to the advent of mass society, 
this movement addressed the same issues that were dealt with by the Ger- 
man SDP in 1959. Whether structural reform would have succeeded, even 
if it had been adopted by the JSP, remains questionable, but before it was 
attempted the movement was drawn into fierce factional conflict. Eda left 
the JSP in 1977 after 17 years of struggle, leaving behind a miserable ruin. 
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But the JSP still faces the same issue: what is the role of a socialist move- 
ment in a mature mass society? 

Meanwhile, we must mention the security treaty revision upheaval of 
1960 as an instance of a major social movement of the time. The mobiliza- 
tional potential of the National Congress to Stop the Security Treaty Revi- 
sion, based on the Sohyo unions, was reinforced by the media’s 
information network and produced an enormous impact, which was all the 
greater because Japan was rapidly growing into a mass society. Huge 
crowds, larger than anything anticipated or controllable by the antitreaty 
leadership, congregated around the Diet building and kept growing. Japan 
was then still a 30% agricultural society (with the primary sector at 
32.6%). This was comparable to Nazi Germany and France under the 
popular front, both of which were similarly composed demographically 
(the primary sectors were 29.0% in 1933 in Germany and 35.6% in 1936 
in France). There appeared, therefore, to be common structural factors in 
all three. Naturally the development and significance of the incident as a 
whole was entirely different. The massing of the crowds stiffened the JSP’s 
back, while the anti-mainstreamers in the LDP deserted the government, 
forcing Kishi to resign. But this may have been a temporary anomaly cre- 
ated in the early stage of high-speed growth. Running on the platform of 
doubling national income in the October election, the Ikeda government 
polled 57.6% of the vote and won 63.4% of the Diet seats. Due in part to 
the walkout by the DSP, the JSP’s figures were 27.6% and 31.0%, respec- 
tively. 


Interest Distribution 

The nationwide organization of sundry pressure groups and lobbies was an 
important development for the LDP, both for jiban maintenance and ex- 
pansion and for policy formation processes. At about the time the Occu- 
pation ended, all sorts of national interest groups were formed to petition 
the Diet and relevant ministries for subsidies and permits. The ministries 
husbanded and promoted these interest groups in order to expand and se- 
cure their own turf and jurisdiction. Dietmen joined and orchestrated the 
petition drives vis-a-vis relevant ministries, the LDP Policy Research 
Committee, and Diet committees in order to expand their jiban and 
sources of funding. In this fashion a multidimensional, national interest- 
distribution structure was formed based on the fusion of pressure group 
interests, ministerial jurisdictions, and Dietmen’s jiban. 

There are all sorts of interest groups. The business community (e.g., 
Keidanren) is one of the most important. While businesses make generous 
payoffs in money, an important political resource, money does not trans- 
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late directly into votes. For vote-getting purposes, agricultural coopera- 
tives and small business groups are much more reliable. For the purpose 
of husbanding one’s jiban, however, nothing can surpass the support of 
local governments if one can channel public works construction and subsi- 
dies to them. A district will experience a development boom and a jiban 
will be expanded in no time. The regional development policy of the Ikeda 
cabinet (1961-1964) ran the interest-distribution structure at full throttle. 
Local governments, other interest groups, Dietmen, local assemblymen, 
and ministries went all out in promoting their respective interests. Be- 
cause regional development meant building the infrastructure for new 
plant investment, big business endorsed it wholeheartedly. Politics became 
a matter of peddling civil engineering projects, and mass society spread in 
something I have called the regional-development-type political process. 

The regional-development-type political process that mobilized the cen- 
tral ministries, interest groups, and electoral jiban was altogether different 
from the treaty-revision-type political process. In the treaty revision up- 
heaval the unions and the media manipulated the masses in a petition cam- 
paign concerning an ideological issue in politics and diplomacy. The 
regional-development-type political process was a lobbying campaign for a 
material payoff. Naturally, lobbying can be a type of mass mobilization, 
for although the red flag-waving union men and radical students in Zen- 
gakuren may be absent, local government officials, assemblymen, and 
agricoop leaders descend en masse into the Nagata (government center) 
district. The scale of mobilization in this process may be smaller than the 
treaty revision upheaval, but it is persistent and repetitive. At times the 
headbanded agricoop cadres, farmers, or textile makers surround the min- 
istries and the Diet. 

This phenomenon of interest distribution structure or “corporatism” 
first made its appearance after World War II in highly industrialized coun- 
tries. While Japan appears to be following the trend, a basic difference is 
that unlike the other countries it has a “permanent” majority party, and at 
the apex of the interest distribution structure is the LDP government. The 
nationwide, multidimensional lobbying structure was created under the 
“perpetual” LDP rule. Having suffered the erosion of electoral jiban 
through advanced industrialization, the LDP and its Dietmen sought to 
defend and expand their turf by distributing subsidies to interest groups. 
In turn, this defensive reaction hastened the demise of the LDP’s tradi- 
tional jiban based on local men of influence, while it intensified the in- 
traparty struggle for spoils. But the ruling party could not have retained 
its privileged position without monopolizing the distribution of interests. 
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Being perpetually on the outside, the JSP and Sohyo were also kept out 
of the spoils system. However, in the 1960s, Sohyo began to switch from 
the class struggle line to the labor-management cooperation line. This was 
in response to Ikeda’s changeover from ideological issues to economic pri- 
orities. The landmark of this JSP and Sohyo shift was the failure of their 
opposition to the rationalization of the Miike Coal Mines in the summer of 
1960. This in turn gave a new popular impetus to the famed spring offen- 
sive of Sohyo that had originated in 1955. Eventually we see the “institu- 
tionalization” of Sohyo’s spring offensive when its leaders met with Prime 
Minister Ikeda in 1964, thus turning the spring offensive into an annual 
event bereft of class character and with an emphasis on sharing the pie of 
economic growth. In 1964 the Japanese Council of the International Met- 
alworkers Federation (IMF-JC) was founded at the initiative of the ship- 
building, chemical, and steelworkers’ unions; it expressly rejected class 
struggle in favor of labor-management cooperation in order to get ready 
for trade liberalization and intensified international competition in the 
metal industries. The IMF-JC’s expansion triggered a reorganization of 
the entire labor movement that led to what may be regarded as the unions’ 
participation in the LDP’s interest distribution structure. 


By the early 1970s the massive social change of the previous decade had 
reached a peak with an improved standard of living and the standardiza- 
tion of lifestyles. Electric washers, refrigerators, electric vacuum cleaners, 
color television sets, air conditioners, and automobiles now reached every 
segment of Japanese society. The middle strata (chukanso) of society was 
characterized by not having any internal differentiation in the dominant 
lifestyle. At the same time, more then 90% of the people came to regard 
themselves as middle class (churyu). Industrial workers and union mem- 
bers too, could not escape this trend. As technological innovation made its 
way into heavy and chemical industries, the nature and style of shop-floor 
work changed for the core portion of industrial workers. Teamwork and 
the physical labor of yesteryear were replaced by isolated, intellectual 
work monitoring automated machinery. Workers began to resemble the 
middle class, and union organization and the movement had to change 
accordingly. 


Independent Voters and Environmental Issues 
At this time there was a remarkable increase in independent voters. Ac- 
cording to the Jiji Press poll, those who did not support any party grew 
from 4% in 1960 to over 20% in 1971 and exceeded 30% in 1976. The 
growth was particularly noticeable in urban areas, among the educated 
and the young. This contrasts sharply with the political indifference fre- 
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quently encountered among the rural, less educated, and aged population 
in the early 1960s. Since the politically indifferent in rural areas tend to 
follow the suggestions of local bosses, voter turnout among them is very 
high. The urban independents, on the other hand, have considerable 
knowledge and concern for politics, but they identify with no political 
party and are free of any social pressure to vote in a particular way. In- 
dependents are not necessarily nonvoters; their number exceeds the 
number of nonvoters. The rapid rise of independent voters signified a re- 
treat into private life and into the enjoyment of homes and hobbies. It 
generally resulted in political passivity and a status quo orientation. But 
depending on circumstances, independents may give rise to surprising ac- 
tivism and to denial of status quo. Local movements addressed to the is- 
sues of pollution and environmental destruction seem to tap this activism 
and status quo denial. Pollution was already an issue in the 1950s. When 
Sato Eisaku vied with Ikeda for the LDP presidency in 1964, he took issue 
with the high speed growth policy by demanding “correction of lop- 
sidedness” and “social development.” This was a political tactic, but also 
prophetic. In the late 1960s local environmental movements spread na- 
tionwide, and the plant-enticement campaigns of local governments turned 
overnight into plant-rejection campaigns. In the Diet session of 1970 
under the Sato cabinet, fourteen antipollution bills were passed. 

The antipollution movements were framed around issues prompted by 
advanced industrialization, and their modus operandi presupposed the 
existence of a mass society made possible by advanced industrialization. 
Industrial pollution affected the interest of a locality, not of a particular 
class. The movement to cope with it called for amateur activists with 
enough spare time and intelligence-collecting ability. The flexibility of am- 
ateur leadership prevented professionalization and rigidity in the move- 
ment. The participants were indeterminate and fluctuated in number. 
From the core to the fringe, the movement was fluid and not institutional- 
ized. The labor union of an enterprise that was party to a dispute refrained 
from involvement out of concern for company profits. While a campaign 
was particularized in time and place and was single-issue based, it could 
touch off a “secondary explosion” elsewhere and escalate into a major 
political movement if it could enlist media support. In this respect, the 
antipollution movement was a typical mass society phenomenon. But it 
would be extremely difficult to create a national organization for the anti- 
pollution movement in Japan. And it is quite inconceivable that such an 
organization would develop into a political party with parliamentary rep- 
resentation, as in the case of the Greens in West Germany. 
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The Japanese antipollution campaigns peaked in 1970, but the 
“kakushin shucho” (renovation mayors and governors) movement that fol- 
lowed them was similar in nature or evolution. By 1975 ten governors 
were labeled as kKakushin-leaning independents. In the following year, one 
quarter of the 640 mayors across the country were kakushin, a majority of 
them independents elected with the endorsements of varied combinations 
of the four opposition parties. All of these candidates called for service to, 
or a dialogue with the citizenry; and they assailed the bias in the existing 
local administration in favor of the LDP and big business and against the 
environmental and “‘life-quality” concerns of citizens. Improvised election 
campaigns directed at floating votes were quite successful. Not a few vic- 
tories went to irate inhabitants opposed to the construction of petrochemi- 
cal refineries. Corruption and division among the conservatives also 
helped the opposition. 

On the whole, however, kKakushin mayors and governors stood on flimsy 
stilts. Within the elective mayoral and governorship system, they garnered 
independent votes thanks to conservative mistakes, and then landed in the 
middle of conservative local governments. Kakushin parties in local as- 
semblies are usually in the extreme minority and local administration 
machineries are conservative by nature. The kakushin leaders thus ap- 
peared to have parachuted alone into enemy strongholds. They tried to 
elicit citizen participation to counter conservative local bureaucracies and 
assemblies, but it is always difficult to institutionalize citizen participation. 
Further, participatory politics created extra friction within the local gov- 
ernments. When the period of slow growth arrived in 1973, kakushin local 
governments faced fiscal problems and were recaptured by conservative 
adversaries. By 1979, twenty out of 47 governors were so-called “local 
administration professionals,” who came from among the former officials 
of the Ministry of Local Autonomy. Even so, most of them styled them- 
selves as conservative-leaning independents, and they had at least to pay 
lip service to increasing welfare services and citizen participation. 

We may classify the social movements we have discussed above into 
three categories. There is mass mobilization by the labor unions as hap- 
pened in the treaty revision upheaval. Lobbying campaigns by interest 
groups involved in regional development is another, and last, we have the 
local citizens groups in the antipollution movement. 


The Political System 
The foregoing has dealt with the massive social changes caused by ad- 
vanced industrialization and the impact on politics. We now move to the 
political system that has promoted advanced industrialization. What part 
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of the system played what role in industrialization? What was the feed- 
back on the political system of industrialization? 

The prime mover of advanced industrialization was the three-in-one 
combination of the LDP, the economic ministries, and zaikai-big enter- 
prises. Among the bureaucracies, the Home Ministry was liquidated, its 
officials purged, and governorships made elective by the democratization 
of the early Occupation period. By contrast, the economic ministries were 
vital limbs of Occupation rule. Through the successive periods of chaos 
immediately after defeat, the economic recovery, and growth, their role 
kept expanding. MITI was created in 1949 to implement the Occupation 
line calling for balanced budgets, a single exchange rate, export promotion, 
the rationalization of industries, and economic independence. Using for- 
eign exchange quotas as a weapon, MITI channeled technology, money, 
and resources to promising industries. If excessive investment or produc- 
tion resulted, MITI had recourse to administrative guidance to adjust the 
output. As Chalmers Johnson has described it, a powerful trade and in- 
dustrial policy was thus realized. 

At the same time, the zaibatsu conglomerates that were thoroughly bro- 
ken apart in the early Occupation came back to life, although prewar busi- 
ness leaders were replaced by the younger generation. (This is in contrast 
to politics, which saw the prewar leaders restored.) The family holding 
companies, the core of zaibatsu, also were not resurrected. Hence the re- 
combinations of former zaibatsu-affiliated enterprises were much looser. 
They were joined by new enterprises that came into being during the re- 
covery and growth periods. Competition was fierce indeed, but the risks of 
excessive competition and bankruptcy were absorbed by governmental 
assistance. Secured by a lifeline called government industrial policy, an 
enterprise could launch itself into a daring adventure. By the time the 
government White Paper pronounced in 1956 that “the postwar period is 
over,” steel, machine tool, chemical, and other older industries had ex- 
panded; petrochemical, synthetic fibre, plastic, electronic, and other indus- 
tries were underway; technological innovation and productivity increases 
were much-touted watchwords; and petrochemical complexes were shap- 
ing up on Japan’s Pacific coast. 

What role did the LDP play in aiding this industrialization? The LDP 
was maintained by means of the administrative talents of a limited number 
of former bureaucrats-turned-politicians on the one hand, and the huge 
political funds provided by zaikai-big enterprises on the other. But at the 
same time the party could not survive politically without the professional 
politicians who constituted the majority in the Diet. In other words, the 
LDP depended on bureaucratic talent, business funds, and the votes of 
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party politicians. The self-appointed task of the LDP government was to 
retain the Diet majority, keep out the Socialists, and assure freedom of 
action to the bureaucracies and the business community in their pursuit of 
industrialization. In this sense the LDP played a supplementary role. But 
this is less than accurate. In reality, intraparty factionalism had some sur- 
prisingly disruptive effects on industrialization, which proceeded in spite of 
them. Therefore, we must say that the LDP both supplemented and dis- 
rupted industrialization. 


Faction 

The conservatives have been combining and recombining since before 
World War II and during the Occupation. The LDP from the outset was a 
coalition of factions, but factionalism began to be institutionalized from 
the presidential election of 1956 in which MITI Minister Ishibashi de- 
feated Secretary-General Kishi by seven votes. The selection of the LDP 
president, whether by ballots or in a smoke-filled caucus, generates heated 
factional conflicts in which promises of ministerial posts and money flow 
freely. Appointments to cabinet, Diet, and party posts are made partly on 
the basis of political merits and partly to achieve factional balance. A fac- 
tion is the unit for securing and distributing the LDP presidency and other 
posts. Generally speaking, a faction that is able to secure more posts for 
its members will grow in strength, and a stronger faction will grow faster. 
A faction is also the unit for distributing political funds. A faction that 
can collect larger funds can grow, and a larger faction increases its fund- 
raising ability. A faction is a mutual-help organization that can intercede 
with a bureaucracy to get a subsidy on behalf of a member and his jiban. 
Securing appointments, funds, and jiban is the purpose of a faction. Fac- 
tions were firmly institutionalized during the Kishi government, and since 
then all LDP Dietmen have been enlisted in one. Faction membership lists 
are printed in newspapers, faction headquarters offices have been opened, 
regular faction meetings are held, and faction newspapers have become 
standard. 

In the late 1950s there were eight factions—the “eight divisions.” They 
were the bureaucratic factions of Kishi, Sato, Ikeda, and Ishii, and the 
party politician factions of Ono, Kono, Matsumura-Miki, and Ishibashi. 
The bureaucrat-party politician distinction was based on the personal 
background of a leader. A faction leader, be he bureaucratic or political, 
tended to have more of his kind of Dietman under him, but every faction 
was a mixture of both. 

A government is maintained in power by “mainstream” factions that 
cooperate positively with the prime minister. The anti-mainstream fac- 
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tions always exist potentially, and if circumstances permit, revolt against 
the prime minister. On occasion, however, even the mainstream factions 
revolt. During the 1960 struggle over the security treaty’s revision, the 
anti-mainstream factions colluded with the JSP to arrange for Kishi’s re- 
tirement, and only his brother Sato remained loyal to the end. The dy- 
namics of factionalism is the mother’s milk of the Nagata district, but the 
media and public opinion are unsparing in their criticism of factionalism. 
Having had to pour money into the bottomless pit of politics, the business 
community too, often feels that enough is enough. Thus in 1960 Prime 
Minister Ikeda proclaimed faction liquidation along with income doubling 
as his goal, and he established the Party Organization Commission, with 
Miki Takeo as chairman. In 1963 Miki reported: “Clearly, what the peo- 
ple want most of the LDP is faction liquidation.” Ending factions without 
further ado, he was convinced, was “the way to restore public confidence 
in the LDP and lay the foundation for building a modern political party.” 

At first all the factions reluctantly complied. Even Ono and Kono, who 
approved of factions as a bulwark against bureaucratic dictatorship and as 
a school for political apprenticeship, had to follow suit. But factions are 
the first principle of the LDP. To liquidate factions is analogous to trying 
to defy Newton’s Law. Within several months, all the factions were back 
in business, and no one would take seriously subsequent calls for faction 
liquidation. Since factions could not be eliminated, the business commu- 
nity again joined them. Funds were once again channeled and factions 
utilized. The bureaucracies, interest groups, and voters all have contrib- 
uted to turning factions into the linchpins of the political system. 


The System Evolves 

In the second half of the 1960s, the decade of industrialization, I detect a 
change in the three-in-one combination of economic ministries, business, 
and the LDP. First, heavy and chemical industries had already acquired 
adequate strength and international competitiveness and thus no longer 
needed MITT’s protective guidance. Initiative in industrial policy passed 
from the government to the private sector. Second, the key ministries, and 
particularly Finance, suffered a deterioration in their role in the political 
process. Correspondingly, the LDP, which had hitherto depended on the 
ministries, had to strengthen its own decision-making power. This is not 
to say that business can dispense with government assistance. Exchange 
and trade cannot be divorced from politics and foreign relations. The 
LDP, too, still needs the bureaucracy’s know-how, experience, and law 
and budget drafting abilities. The three-in-one combination continues 
with an internal shifting of weight, as external pressure has mounted. 
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By external pressure, I refer not to pressure from abroad but to that 
exerted by the nation’s interest distribution structure. The “local” three- 
in-one-combination of interest group interests, ministerial jurisdiction, and 
interested Dietmen’s (especially zoku) jiban created a structure that defied 
the control of the Finance Ministry. When Finance lost its budgeting 
power, the buck was passed first to the LDP’s Policy Affairs Research 
Council (PARC), then on to the LDP’s three officers (secretary-general, 
chairman of PARC, and chairman of the Executive Council) or the cabi- 
net. In times of an even balance between the government and opposition, 
the Diet became the arena for partisan combat, which can only be man- 
aged by the LDP. 

As decision-making power passed from the bureaucracy to the party, 
LDP politicians with bureaucratic backgrounds seemed to lose their edge 
in the party. They owed their privileged position to their administrative 
knowledge and experience, which the party needed; but within a decade of 
Diet incumbency, party professionals could acquire much of it on their 
own. At the same time, the bureaucratic types had to become party politi- 
cians to remain in power, so that the differences between the two groups 
became less pronounced. To say the least, a talent not born of the pre-Diet 
experience was needed to survive. Ultimately the bureaucrat-politician 
difference became irrelevant. The politicians’ factions disappeared with 
the deaths of Ono and Kono in 1964-65. The bureaucratic factions’ rule 
came to an end with Sato’s retirement in 1972. Tanaka’s rise to power was 
a testimony to that. 

Tanaka represented a blend of the bureaucratic and politician types. 
Ever since his first electoral victory in 1947, he had devoted himself to 
public works and civil engineering administration and owed his power base 
to it. This background might place him in the political faction, and indeed 
he possessed uncanny political insights and courage. But at the same time 
he was endowed with an unparalleled memory, number-crunching ability, 
and administrative skill, from whence came his nickname, “computerized 
bulldozer.” Tanaka did not share Ono’s or Kono’s congenital dislike of 
bureaucrats. Rather he did well by them, listened to their advice, and 
gained their trust. He was a party politician who knew how to have bu- 
reaucrats cater to his needs. Tanaka’s exact counterpart in this regard was 
Ohira Masayoshi. 

Tanaka was also a product of high-speed growth and the regional devel- 
opment boom of the 1960s. He adapted himself to the boom with unsur- 
passed skill, pushed it more vigorously than anyone else, and climbed to 
the apex of politics by doling out funds derived from land speculation, 
dummy companies, and the construction business. The political arena was 
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fueled by the construction boom and corrupted by money. He also ex- 
tended his network to every part of the interest distribution structure, and 
boasted that his faction was a “general hospital” capable of taking care of 
every need. When, in 1972, he wrested power from Fukuda Takeo, the 
heir-designate, on a platform of “Remaking the Japanese Archipelago,” a 
major turning point in the history of modern Japan and LDP rule was at 
hand. 


After the 1955 System 


In the latter half of the 1970s, Japan was approaching a 10%-agricultural 
- society with the tertiary sector having exceeded the 50% mark in the first 
half of the decade. Mass society was spreading, and the LDP’s solid jiban 
based on local men of influence was disintegrating while the JSP’s labor 
unions were fast losing their vote-getting power. According to the Asahi 
Shimbun’s surveys of 1965 and 1975, those who supported the LDP re- 
mained at a steady 45% of the electorate. Among the salaried class, they 
were 39% and 41%; among the industrial workers 28% and 34%; among 
the self-employed businessmen and manufacturers 58% and 59%; among 
the agricultural-forestry-fishery workers 59% and 62%. There was an in- 
crease in every category but the growth in industrial workers’ support was 
significant. 

Next we will take a look at the occupational composition of those who 
supported the LDP in 1965 and 1975. The salaried class constituted 20% 
of its supporters in 1965 and 27% in 1975; industrial workers represented 
18% and 25%; agricultural-forestry-fishery workers 33% and 19%; and 
self-employed businessmen and manufacturers 26% and 25%. That is to 
say, while the LDP retained the loyalty of about 60% of agricultural-for- 
estry-fishery workers and self-employed businessmen and manufacturers, 
more than 50% of its supporters were among the salaried class and indus- 
trial workers. In terms of regional distribution, in major cities and those 
cities with more than 100,000 registered voters, LDP supporters were 34% 
and 42%; in those cities with less than 100,000 registered voters, 66% and 
57%. Thus the LDP’s shift to urban areas is apparent. 

Support for the JSP declined from 34% to 24% in the 1965-75 period. 
Among the salaried class, support for the JSP was 45% and 30%; among 
the industrial workers 48% and 30%; among the self-employed business- 
men and manufacturers 26% and 11%; and among the agricultural-for- 
estry-fishery workers 19% and 18%. The occupational composition of 
JSP supporters was as follows: the salaried class comprised 30% and 
37%; industrial workers numbered 40% and 41%; self-employed business- 
men comprised 15% and 9%; and agricultural-forestry-fishery workers 
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14% and 11%. That is to say, while JSP supporters were decreasing over- 
all, the percentage of “‘salarymen” and workers increased from 70% to 
78%. In terms of regional distribution, the JSP lost support in major cities 
and rural areas (53% to 42%) but gained some in the small and medium- 
sized cities (47% to 58%). 

The LDP has expanded itself among the salaried class, industrial work- 
ers, and in major and medium-sized cities. The JSP kept receding, but if 
we add in the third-party Dietmen who cultivated the major and medium- 
sized cities, its Diet seats were not far behind those of the LDP’s. This has 
created an even balance between the government and the opposition. Be- 
cause of the increase in floating votes and the electoral system, it is difficult 
to predict how Diet seats will swing between the government and the op- 
position. There is high instability but the demise of an LDP government is 
difficult to imagine. Even should the LDP win less than one-half of the 
Diet seats, it can remain in power in coalition with a minor party. At the 
same time, even if all the opposition parties win more than a majority of 
seats, a coalition would prove extremely difficult. This means that unless 
the LDP splits, it can remain in power. Changes in government will con- 
tinue to take place among LDP factions. 

Finally, let me make two points about LDP rule in the period of govern- 
ment-opposition equilibrium. First, the LDP has nurtured and maintained 
its electoral jiban through the interest distribution structure. Because the 
vote-getting ability of business associations and agricoops was critical in 
the context of the equilibrium, massive subsidies were invested into these 
sectors. While 60% of the self-employed businessmen and farmers support 
the party, the question remains whether it is possible to continue this lop- 
sided political subsidy. 

The interest distribution structure is a mechanism for bloating the 
budget. As noted above, the pressure to bloat the budget has transferred 
the budget-making power from the Finance Ministry to the LDP, but the 
LDP can not restrain the pressure either. The pressure continued into the 
slow-growth period, and the sale of government bonds has increased since 
1975. To put a stop to the growth of government debt, the Suzuki govern- 
ment in 1981 set the goal of “administrative reform without a tax in- 
crease.” The Second Ad Hoc Committee on Investigation into 
Government Administration and its successor, The Administrative Re- 
form Council, were established on the initiative of the zaikai and bureau- 
cracies. 

One should expect an enormous reaction to an attempt to cut back on 
vested interests, as Nakasone’s sales tax fiasco in 1987 testifies. Even the 
association of small and medium-sized enterprises, by far the staunchest 
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and most solid foundation of LDP support, can be alienated at least tem- 
porarily if its interests are violated. This is how an interest group behaves. 
But in that case how could the salaried class with its status quo orientation 
have revolted against the sales tax? One suspects that this was a slap 
against the prime minister going back on his campaign promise not to in- 
stitute a sales tax. This is how independent voters behave. 

Second, I would like to state my thoughts on the utility of journalism as 
a political weapon. One can mobilize the voters in a mass society by 
manipulating policy symbols and leadership images. “New era in U.S.- 
Japan relations,” “doubling income,” “social development,” and “remak- 
ing the archipelago” are all policy symbols for grandstanding politicians. 
Nowadays politicians go out of their way to project an appealing personal 
image. If the media manipulation can outpoll the interest distribution 
_ structure, the LDP will be forced to transform itself. But how effective 
will such a manipulation be? It is not possible to measure or predict how 
much of the floating vote among the status quo-oriented independents can 
be mobilized. However, it seems certain that in the elections (to both 
houses of the Diet) in 1986 the prime minister’s personal popularity among 
the independents added extra votes to enhance the rock-bottom support 
among the interest groups. But this victory, dependent on a floating vote, 
was wobbly. After proclaiming the “1986 system” in August, Nakasone 
had to confess ruefully six months later that “the masses are shifting like 
sand.” 

Journalism is a weapon not only in electioneering but in party and Diet 
management. Both Miki and Nakasone seem to have been conscious of 
this fact. Miki promised to “clean up politics” following Tanaka’s graft 
scandal, and Nakasone spoke of “settling accounts with postwar politics.” 
For a collateral or minority faction leader to survive in the rough and 
tumble world of politics, he has to be a “Balkan politician’ (Miki) or a 
““‘Weathervane” (Nakasone). But when one is suddenly thrust into the 
prime minister’s office, as with the Shiina decision (in Miki’s case) or at 
Tanaka’s behest (in Nakasone’s), his greatest weapon has to be journalism. 
Miki showed a keen interest in media management, and he always wrote 
his own briefing memos for press conferences and television appearances. 
_ With media and opposition support, he held off the intraparty opposition. 
In handling the revision of the antimonopoly law and the Lockheed scan- 
dal, moreover, he managed to tip the equilibrium in favor of the opposi- 
tion. Nakasone knew how to exploit the media even more skillfully than 
Miki. With international campaigns playing up the “Ron-Yasu entente,” 
he manipulated both the LDP and the opposition. There were differences, 
of course. Miki alienated business with the political funds control law and 
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the antimonopoly law revision, but Nakasone played up to business de- 
mands with his administrative reform. The “Balkan politician” and the 
““Weathervane” were the opposite of each other in this regard. The end of 
the Nakasone era does not mean, however, the enc of the 1955 System. It 
lives on, even though under ever greater pressure because of growing inter- 
nal and external demands for Japan’s “internationalization.” 
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On February 10, 1979, President Zia-ul-Haq promul- 
gated four ordinances, collectively referred to as the “Hudood Ordi- 
nances” (singular, hadd), which were crafted to make significant revisions 
in Pakistan’s criminal law system. The intent of the ordinances, as stated 
by president Zia, was to bring Pakistan’s legal system closer to the 
precepts of Islam. Accordingly, revisions were made in criminal statutes 
bearing on sex-related crimes (zina) and theft. In addition, new laws were 
introduced through the vehicle of the ordinances bearing on prohibition 
and gazf (the wrongful imputation of zina).! In keeping with the Islamic 
intent of the ordinances, each established distinctions between hadd (lit. 
.“limit”) crimes expressly defined in the Quran and Sunnah, and tazir (non- 
hadd) crimes, both in regard to punishments and evidentiary require- 
ments. For instance, the hadd offense of theft, as established by the prop- 
erty ordinance, requires that two adult male witnesses, free from major sin, 
witness the actual theft of property worth more than 4.457 grams of gold 


Charles H. Kennedy is Assistant Professor in the Department of 
Politics, Wake Forest University, Winston-Salem, North Carolina. This article is a revised 
version of a paper presented to the Shariah Training Institute, International Islamic 
University, Islamabad, and to a conference in New York of the National Association of 
Pakistani Americans, both in 1987. The research on which it is based was gathered under the 
sponsorship of the Fulbright-Hays Program, the Archie Fund and the Research and 
Publication Fund of Wake Forest University, and the American Institute of Pakistan Studies. 
The author wishes to gratefully acknowledge the assistance of Salman Azhar, who coded and 
made computer-ready the original data. 


© 1988 by The Regents of the University of California 


1. The Offences Against Property (Enforcement of Hudood) Ordinance, 1979 Al/-Pakistan 
Legal Decisions (PLD), 1979 Central Statutes 44; The Offence of Zina (Enforcement of 
Hudood) Ordinance, 1979 PLD, 1979 Central Statutes 51; The Offence of Qazf (Enforcement 
of Hudood) Ordinance, 1979 PLD, 1979 Central Statutes 56; The Prohibition (Enforcement 
of Hadd) Order PLD, 1979 Central Statutes 33. 
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(nisab) from the place in which the property was protected (hirz). If such 
evidentiary requirements are met the thief is subject to the amputation of 
his right hand at the wrist. If such evidentiary requirements are not met 
the accused is tried under tazir, with conviction carrying punishments in- 
cluding imprisonment, fines, and/or stripes. 

Coupled with the introduction of the Hudood Ordinances, Zia’s admin- 
istration also introduced judicial reforms that restructured Pakistan’s 
higher judiciary. Originally, shariat benches were grafted onto the high 
courts, the former designed in part to hear appeals generated by the opera- 
tion of the Hudood Ordinances. Then in June 1980 a separate Federal 
Shariat Court (FSC) was established in Islamabad, and was grantéd wide 
powers both to hear appeals against conviction as well as acquittal under 
the Hudood Ordinances. It was also granted powers to examine laws for 
“repugnancy to Islam” and to entertain “shariat petitions” filed by private 
citizens. The implementation of such judicial reforms occasioned more 
than their due share of administrative confusion and complexity. In fact, 
as of March 1985, such concerns had generated 27 separate “revisions” in 
Pakistan’s constitution.2 When the dust settled, however, a fairly straight- 
forward pattern of judicial procedure relevant to the Hudood Ordinances 
emerged. Original jurisdiction for crimes falling under the zina and gazf 
ordinances and most crimes falling under the property and prohibition or- 
dinances lies with the district and sessions courts. The Federal Shariat 
Court serves as the first court of appeal against either conviction or acquit- 
tal in such cases. Decisions of the FSC can be appealed to the Supreme 
Court of Pakistan (Shariat Appellate Bench). Typically, the overwhelm- 
ing majority of convictions under the Hudood Ordinances are appealed to 
the FSC,? and approximately 10% of acquittals. Less than 10% of the 
FSC decisions are appealed to the Supreme Court.4 

This article presents preliminary findings pertaining to the implementa- 
tion of the Hudood Ordinances. In particular, it addresses such questions 
as how many cases and what kind of cases have been tried; to what extent 
are the decisions of courts of original jurisdiction different from the deci- 
sions of the courts of appeal; what are the socioeconomic characteristics of 


2. A detailed description of procedural changes relevant to the judicial reforms is found in 
Rashida Patel, Islamisation of Laws in Pakistan? (Karachi: Faiza Publications, 1986), pp. 
36-60. 

3. There is no available definitive data that addresses this issue. This observation is based 
on the author’s interviews with numerous sessions judges, FSC judges and officials, and attor- 
neys. 

4. Data on acquittal appeals and those from FSC decisions are based on the Kennedy file 
(1987). A list of cases included in the file is available on request. 
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the actors in the process; and what are the effects of gender and region on 
the implementation of the ordinances? 

The most direct way to answer questions such as these is to examine 
decisions of the relevant courts. Accordingly, the sample of cases was 
drawn from the files of the Federal Shariat Court, in particular, a random 
stratified sample of all criminal cases tried by the court. The “stratifica- 
tion” was made on two levels: the venue of the FSC bench (Islamabad, 
Lahore, Quetta, Peshawar, and Karachi); and the year the appeal was filed 
(1980-1984). In each subsample one-fourth of the cases were included. 
For each case several documents were examined including the decision of 
the original court, the decision of the FSC, the copy books of evidence, and 
the First Information Report of the police. Material was gathered and 
coded for 426 cases pertaining to 84 relevant variables. The observations 
that follow are based on this file. 


Types and Disposition of Cases 

The most obvious findings of the research are that the bulk of cases (88%) 
heard on appeal by the FSC were zina ordinance related (see Table 1); and 
that around 60% of these were concerned with appeals against adultery/ 
fornication tazir and rape tazir cases. Conversely, the court heard very few 
appeals against prohibition or praperty cases, and in the sample only one 
case dealing with gazf. Second, the FSC dealt predominantly with tazir 
crimes. There were only six cases of hadd appeals in the sample.° 

A very significant and important finding of our analysis is that the FSC 
accepts or partially accepts an extraordinarily high percentage of the ap- 
peals brought before it. An examination of Table 1 discloses that the FSC 
“upheld fully” only 19% of the convictions brought before it and that it 
acquitted 52% of the appellates. By any standard these figures are ex- 
traordinary and warrant closer examination and explanation. A logical 
explanation is that the Hudood Ordinances were new laws and that the 
courts of original jurisdiction needed to “learn” the laws or to have them 
interpreted by the superior courts; hence an unusually large number of 
decisions of the sessions courts were overturned by the FSC. As plausible 
as this explanation may be, it is belied by the facts that: (a) the rate of 
acquittal by the FSC was not significantly different in any of the years of 
the sample, i.e., the sessions judges had not “learned” from past mistakes; 
(b) the great bulk of cases that were overturned (around 90%) were re- 
versed because of misappreciation of facts, not misinterpretation of law; 


5. Even this small percentage is overrepresentative of the population of such cases. As of 
July 1987 the FSC had heard appeals in less than fifteen cases against hadd convictions. 
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TABLE Í Disposition of Appeals Against Zina Case Conviction, 1980-1984 


Upheld Upheld 
Upheld Reduced Different Upheld 


Crime Fully Sentence Hudood Non-Hudood Acquit Remand N 
10(2) 19 (17)* 10 1 0 79 (70) 4 113 
10(3) 37 (28) 14 26° 0 55 (41) 1 133 
11 9 (17 0 6 1 34 (65) 2 52 
12 3 (18) 1 0 10° 2 (12) #1 17 
16 1 (2) 3 0 0 49 (89) 2 55 
18 iS G7) 8 0 8 10 @4) 0 41 
19 1 Q5) 0 0 0 3 (75) 0 4 
5 0 (0) 0 0 1 0 (0) 3 4 
15 0 (0) 0 0 0 1 (100) 0. 1 
14 0 (0) 1 0 0 0 (0) 0 1 


Zina all 85 (20) 37 (9) 33 (8) 20 (5) 233 (55) 13 (3) 421 
Non-zina 9 (15) 23 (9) 1 () 3 (5) 16 (27) 7 (12) 59 
Total 94 (19) 60 (13) 34 (D 23 (5) 249 (52) 20 (4) 480 


SOURCE: Compiled by the author from Kennedy file (1987). 

KEY: 10(2) = adultery; 10(3) = rape; 11 = kidnapping; 12 = sodomy; 16 = enticement; 
18 = attempted rape; 19 = abetment of zina crime; 5 = adultery liable to kadd; 15 = 
deceitful marriage; 14 = conspiracy to engage in prostitution. 

*Figures in parentheses refer to relevant percentages. 

*10(2) conviction 

Pakistan Penal Code 377 conviction. Unnatural acts by consenting parties. 


and (c) the FSC rarely enhanced sentences meted out by the sessions 
judges (only two cases in the sample). Further, even in cases in which it 
upheld the conviction of the sessions judge, the FSC was more lenient in 
its sentencing (see Table 2). 

One inescapable conclusion is that the FSC has been less keen to apply 
the full scope of the Hudood Ordinances than have individual sessions 
judges, and the net effect of FSC decisions, therefore, has been to moderate 
substantially the zeal of the sessions judges in enforcing the Hudood stat- 
utes. This systemic bias is related to the composition of the FSC, as its 
membership is drawn primarily from the ranks of “Islamic moderates.” It 
is also related to the government’s motivation to go slow in the implemen- 
tation of the Islamization program. Indeed, a convicted Hudood Ordi- 
nance offender would be well-advised to appeal conviction, as in over 80% 
of the cases that are appealed the plaint is at least partially accepted, and 
the mean expected imprisonment of the appellate is reduced by 70%. 
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Because the percentage of acquittals on appeal is so high it is doubly 
important to note the speed with which cases are disposed by the courts. 
In fact, one major rationale for the introduction of Islamic legal reforms 
- was to shorten the judicial process. Much to the credit of the FSC the 
mean time needed for the disposal of cases after they are filed with the 
court has been reduced from eleven months in 1981 to four months in 
1987. Unfortunately, however, the district and sessions courts have not 
been as successful in expediting the judicial process, and the mean time of 
disposition of cases after the First Information Report is filed remains 
around eighteen months. Clearly, justice is not served by such delay, par- 
ticularly since over one-half of those convicted by sessions judges for 
Hudood crimes are eventually acquitted by the FSC. 


Region and the Hudood Ordinances 

Another important finding disclosed by the analysis is that the Hudood 
Ordinances are enforced disproportionately among the provinces. Fully 
80% of the cases tried under the Hudood statutes originated in the Punjab, 
12% in the Northwest Frontier Province (NWFP), only 7% in Sind, and 
less than 1% in Baluchistan. Further, in the latter provinces Hudood con- 
victions are usually linked to urban settings. When one controls for popu- 
Jation such distinctions become even more apparent. For instance, it is ten 
times more likely for a Hudood conviction to occur in Sargodha Division 
(Punjab) than in Hyderabad Division (Sind).® 

Several factors may be suggested to help explain this phenomenon. Per- 
haps the most compelling recognizes the profound cultural differences 
among the regions of Pakistan. Zina-related crimes, one could hypothe- 
size, either occur less frequently in the non-Punjabi or the non-urban Pa- 
than cultural milieu and/or (more likely I argue) judicial redress is 
perceived as an invalid mechanism to resolve such grievances in such re- 
‘gions. That is, in tribal or non-Punjabi rural areas zina crimes are usually 
not brought to the courts, but are disposed through extrajudicial means. 
Regardless of explanation, however, it is important to note that the imple- 
mentation of the Hudood Ordinances has been primarily a Punjabi and, to 
a lesser extent, a Pathan (NWFP) phenomenon. Generally, the Hudood 
Ordinances have been conspicuous by their nonimplementation in the 
other provinces. 


' 6. Sargodha Division had 45 Audood convictions per million population per year, Hydera- 
bad Division 5. Comparable figures for the four provinces are: Punjab 23, NWFP 16, Sind 5, 
and Baluchistan 3. 
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TABLE 2 Mean Sentences for Zina Crimes, 1980-1984 


District Courts Federal Shariat Court 
Jail Stripes Fine Jail Stripes Fine 
. Crime (months) (#) (Rs) N (months) (#) (Rs) N 
10(2) 72.6 18.4 2030 259 60.6 15.0 1580 101 
10(3) 143.0 21.9 810 165 132.4 19.7 800 59 
11° 450.0 13.6 1870 132 460.9 8.3 1210 30 
16 56.4 9.3 940 78 33.6 9.5 150 13 
18 65.3 6.9 140 6 43.1 5.9 390 38 


12 104.3 9.6 1820 41 68.5 44 1290 17 


SOURCE: Compiled by the author from Kennedy file (1987). 
KEY: See Table 1. 
“Life imprisonment was coded as 500 months. 


Gender and the Hudood Ordinances 
Perhaps the most thoroughly considered dimension of the Hudood Ordi- 
nances has been the alleged impact such legislation has had on women’s 
rights. Several recent studies’? have argued that Zia’s Nizam-i-Mustapha, 
and more specifically the Hudood Ordinances, are discriminatory to 
women. Although it is beyond the scope of this article to explore the 
wider effects of the Islamization program on the status of women in Paki- 
stan, our findings conclusively demonstrate in regard to the more limited 
domain of the implementation of the Hudood Ordinances that there has 
been no significant discriminatory bias against women (see Table 3). In 
fact, if anything there has been modest gender discrimination against men. 
Fully 84% of those convicted in district and sessions courts under the 
Hudood Ordinances are men and 90% of those whose convictions are up- 
held by the FSC are men. The most telling finding is in regard to adultery 
tazir. Patently, the commission of the crime of adultery is not gender- 
biased. But 56% of those convicted of this crime by district and sessions 
courts, and 70% of those convicted by the FSC were men. This latter 
finding contradicts Weiss’s assertion (a belief generally shared by the 
Pakistani and Western press) that more women than men have been con- 


7. For example, Rashida Patel, Islamisation of Laws in Pakistan?; Anita Weiss, ed., $s- 
lamic Reassertion in Pakistan (Syracuse: Syracuse University Press, 1986); and Khawar 
Mumtaz and Farida Shaheed, eds., Women of Pakistan: Two Steps Forward and One Step 
Back (London: Zed Press, 1987). 


CHARLES H. KENNEDY 313 


| TABLE 3 Conviction by Gender, 1980-1984 


District Courts Federal Shariat Court 
Crime Male Female N Male Female N 
10(2) 145 (56)* 114 259 71 (70) 30 101 
~ 100) 163 (99) 2 165 59 (100) 0 59 
11 128 (97) 4 132 28 (93) 2 30 
| 16 67 (86) 11 78 13 (100) 0 13 
: 18 62 (100) 0 62 36 (95) 2 38 
* 42 41 (100) 0 4i 17 (100) 0 17 
. 14 20 (91) 2 22 3 (60) 2 5 
19 7 (78) 2 9 3 (100) 0 3 
5 5 (56 4 9 0 0 0 
15 1 (100) 0 1 0 0 ° 0 
' Zina all 639 (82) 139 778 230 (86) 36 266 
. Non-zina 159 (95) 9 168 113 (98) 2 115 
. Total 798 (84) 148 946 343 (90) 38 381 


. SOURCE: Compiled by author from Kennedy file (1987). 
KEY: See Table 1. 


*Figures in parentheses refer to relevant percentages. 


` victed of adultery in Pakistan.8 One may have legitimate quarrels with the 


implementation of the Hudood Ordinances, but gender bias against 
women is not one of them. 


Social Aspects and Environmental Concerns 
In most countries violent crime is disproportionately the product of, and 
victimizes members of the lower socioeconomic strata. Pakistan’s experi- 
ence in the operation of the Hudood Ordinances is no exception to this 
rule. Those accused of the commission of crimes under these ordinances, 


victims of such crimes, and those who bring charges of such crimes are all 
. drawn disproportionately from Pakistan’s lower socioeconomic classes. 


Those accused of Hudood Ordinance crimes are young—18% of them 


' are under 18 years of age, 28% are under 21, and the mean age is 25; of the 
_accused, 82% are male. For the most part they are employed in semi- 
: skilled, unskilled, or menial jobs. Of the male accused, 42% are cultiva- 
tors, 17% common laborers, and many are beggars, rickshaw drivers, fruit 


: sellers, and servants. Over 95% of the women accused are employed in 


' 8. Weiss, Islamic Reassertion, esp. pp. 99-105. 
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the household. Seventy-five percent of the accused dwell in rural areas, 
and the overwhelming majority is illiterate. Conversely, very few middle 
class individuals have been accused of Hudood crimes. In the sample only 
eleven of the accused (less than 2%) were employed in middle class occu- 
pations and seven of these were students. 

A similar pattern emerges when one looks at the victims (when there are 
“victims”) of Hudood crimes. The victims are very young; 13% of them 
are less than 10 years old and 50% are less than 16. Females constitute 
85% of the victims; their occupations are predominantly household- 
related or they are children, and nearly 80% of them reside in rural areas. 
Those who report the crimes are older and predominantly male, but their 
social class characteristics are very similar to the other two groups. 

In sum, the archetypical zina case involves a young, poor, probably illit- 
erate, underemployed male villager whose victim or co-accused is an even 
younger girl of the village, also poor, usually the household-bound daugh- 
ter of a cultivator or a laborer. One important implication of the foregoing 
profiles is that the operation of the Hudood Ordinances has had a negligi- 
ble impact on Pakistan’s middle classes. Those accused of Hudood Ordi- 
nance crimes, those victimized by such crimes, and those whose families 
are disrupted by such crimes are disproportionately drawn from Pakistan’s 
underclass. Indeed, when a Hudood case cuts across class lines it is far 
more likely to become widely discussed in the press.° 

Another major factor must be mentioned about the social impact of the 
Hudood legislation. This involves the seemingly widespread use of the 
zina ordinance to file nuisance or harassment suits against disobedient 
daughters or estranged wives. As noted above, a majority of the appeals 
brought before the FSC are accepted and the appellates are acquitted. 
This is particularly true of convictions against adultery/fornication (70% 
acquittal) and enticement (95% acquittal) (see Table 1). The FSC justifies 
the great majority of such acquittals by lack of evidence. It is also the case 
that the overwhelming majority of such cases are initiated at the district 
level by aggrieved relatives of the accused. Three common patterns often 
replicated in the cases deserve note: (a) a man and a woman are accused of 
zina by the father or older brother of the accused woman, the complain- 
ant(s) not consenting to the marriage or relationship; (b) a complainant 
accuses his “former” spouse of zina when she remarries; and (c) a girl 


9. For example, publicity surrounding Allah Bux ys. The State, PLD 1982 FSC 101, a case 
of alleged Aadd zina, in which the female accused was an upper middle class college student 
and the co-accused a bus driver, became a primary catalyst for the formation of the Women’s 
Action Forum. See Mumtaz and Shaheed, Women of Pakistan, p. 73. 
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brings charges of rape against her “boyfriend” after she is confronted by 
her relatives with alleged evidence of possible wrongdoing or dishonor. 

Our sample demonstrates that the FSC expeditiously dismisses such 
cases. However, given the procedures of Pakistan’s judicial system rele- 
vant to the enforcement of the Hudood Ordinances, such court action may 
be too little and too late. The costs to an individual accused of zina-related 
crimes are great: legal fees are often staggering and the social effects of 
zina conviction are disastrous. Also, unless the accused are granted bail 
(which is unlikely) they are imprisoned pending their appeal. 

A strong argument could be made that justice would be served by ac- 
tively and enthusiastically enforcing the gazf ordinance—a measure 
designed in part to prevent false charges of zina. Curiously, however, the 
courts have entertained very few gazf cases, and they have rejected it as a 
remedy for slander in overturned zina cases except in instances in which a 
hadd crime is alleged.!° Without the application of such a systematic judi- 
cial remedy, the patterns of zina-related litigation are likely to continue, 
with the FSC left in the difficult position of acquitting more than half of 
the cases brought to it on appeal. 


Conclusions 
Nine years after the promulgation of the Hudood Ordinances, one main 
conclusion emerges: the implementation of the Hudood Ordinances has 
had only a marginal impact on Pakistan’s criminal law system. Despite 
widespread misgivings and conjecture both in Pakistan and the West that 
the execution of hadd penalties (amputations, stonings to death) would 
become commonplace in Pakistan, as of February 1988 no hadd penalty 
had been meted out in the state. Indeed, only two kadd convictions (both 
for theft) had ever been upheld by the FSC. Both convictions were later 
overturned by the Supreme Court.!! Similarly, the implementation of the 
Hudood Ordinances has not had a significantly adverse impact on the sta- 
tus of women in Pakistan, as has been often alleged; nor has the implemen- 
tation of the law significantly altered the relationship between judicial and 


10. Bakhtiar Said Muhammad ys. The State, PLD 1986 FSC 187. For the conditions of a 
successful gazf plaint see Abdul Rashid ys. Safia Bibi, PLD 1986 FSC 10. 

11. The first involved the theft of a clock from a mosque in Okara (The State vs. Ghulam 
Ali 153/1 [1983]; Ghulam Ali vs. The State, PLD 1982 FSC 259; and Ghulam Ali vs. The 
State, PLD 1986 SC 741). The second involved the theft of electronic equipment from a 
private residence in Lahore (Zahid Igbal vs. The State 163/1 [1982]).. The Supreme Court 
reversed the latter decision in the spring of 1987, but the case had not been reported in 
relevant law journals at the time of this writing. 
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political institutions; nor has it significantly changed judicial procedure in 
Pakistan. 

At the same time, the process of adjudicating crimes under Hudood has 
proven to take less time than the procedure under civil law, due in large 
measure to the overburdened high courts. The establishment of the FSC, 
with its limited criminal law jurisdiction, has streamlined procedures. It 
also can be argued, although the evidence for such an argument is difficult 
if not impossible to gather, that the threat of hadd penalties has served as a 
deterrent to the commission of relevant crimes. 

On the negative side, as seen above, the implementation of the Hudood 
Ordinances has provided an additional avenue for expressing social and 
familial conflict. The fact that over 50% of the cases appealed to the FSC 
are overturned warrants the conclusion that many cases filed are brought 
to the courts for the purpose of exerting social control. Added to the nor- 
mal social control mechanisms available to them, parents, husbands, and 
guardians have been empowered by the introduction of the Hudood Ordi- 
nances with the real or implicit threat of bringing criminal charges against 
their children or wives. Finally, the implementation of the Hudood Ordi- 
nances has been disproportionately skewed toward Pakistan’s lower socio- 
economic strata. Very few middle or upper class Pakistanis have been 
charged with the commission of Hudood crimes. Neither outcome is the 
fault of the courts nor of the law, but rather is reflective of the inegalitarian 
structure of Pakistani society. 
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Mikhail Gorbachev brought to the office of General 
Secretary of the Communist Party of the Soviet Union (CPSU) in March 
1985 a recognition that Soviet policy toward the Asian/Pacific region, and 
particularly his predecessors’ commitment to steady military buildup and 
primary emphasis on ideologically subservient socialist allies in the region, 
was yielding diminishing returns. He may also have had an underlying 
sense that Moscow had too long neglected this crucial area in its foreign 
‘policy, having insufficiently monitored and responded to significant eco- 
nomic and political trends in East Asia. 
, This is not to say that the new Soviet leader was prepared to jettison the 
entire framework of the USSR’s Asian policy or that he did not appreciate 
recent moves, particularly since 1982, to revitalize that policy. He recog- 
nized that both Brezhnev and the two interim rulers who followed him 
had begun a long overdue opening to the People’s Republic of China 
(PRC) that was already bearing some limited fruit. He showed himself 
ready to pursue the opportunities toward North Korea that had begun to 
manifest themselves at least a year earlier. Gorbachev also inherited a 
groping policy of striving to put Soviet-Japanese relations back on the 
promising footing they had enjoyed in the early 1970s. Perhaps most im- 
portantly, he accepted that the key rivalry in the region from his country’s 
perspective remained that between Moscow and Washington. Thus, a cen- 
tral theme of Soviet behavior toward the Asian/Pacific region would con- 
tinue to involve attempts to undermine U.S. prestige and influence there to 
the enhancement of Soviet standing. 
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Nonetheless, the need for some change was accepted from the very mo- 
ment Gorbachev took office, manifested in Moscow’s efforts to redefine the 
style of Soviet Asian policy and in the process of restructuring the person- 
nel charged with advising the general secretary on these matters and im- 
plementing his chosen policy. These processes—clearly going on more 
generally within the Soviet foreign policy apparatus as a whole—were pur- 
sued particularly vigorously in Gorbachev’s approach to the Asian/Pacific 
region. 

Soviet Asian strategy in the first three years of Gorbachev’s rule has 
reflected five principal objectives: 


1. Maintaining and strengthening traditional close relations with friends and 
allies; 

2. Accelerating the process of political rapprochement with China, with the 
ultimate aim of bringing the PRC back into the socialist fold on Moscow’s 
terms; 

3. Pursuing broader ties with the nonsocialist countries of the cee leading 
with steps in the economic sphere; 

å, Downplaying the military factor; and 

5. Continuing to challenge American preeminence in the region. 


Operationally, Gorbachev pursued these objectives via three key poli- 
cies: First, the encouragement of an “activated” dialogue with key Asian 
leaders, including his meeting personally with many of them, his traveling 
to the region once, and dispatching his foreign minister there twice; sec- 
ond, the promotion of a broad turnover of personnel within the Soviet 
Asianist community responsible for the formulation and implementation 
of policy toward the region; and third, the proposal in May 1985 of an 
Asian Security Conference designed to elaborate his overall approach to 
the region, followed by a series of major policy statements expanding on 
this concept, and culminating in the unprecedented Vladivostok speech in 
July 1986. 

This article will review the basic elements of Gorbachev’s Asian policy 
in order to assess its current and future prospects. Each of the five objec- 
tives outlined above will be discussed in some detail, focusing on key Asian 
countries affected. Those aspects of the Vladivostok speech specific to in- 
dividual Asian countries will be discussed in the relevant section. Then 
Gorbachev’s operational approach to personnel matters and his elabora- 
tion of the Asian security proposal will be addressed. Here the role of 
important policy statements like the Vladivostok speech and Gorbachev’s 
July 1987 interview with the Indonesian newspaper, Merdeka, will be as- 
sessed in the Asian-wide context. The pursuit of high-level dialogues with 
the Asian states will be outlined during discussion of the five objectives. A 
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crucial question we will deal with here regards the extent to which 
Gorbachev has chosen to reject, rather than modify, the basic Asian policy 
of his predecessors. In other words, has the “‘activization” of Soviet policy 
toward the region amounted merely to stylistic and tactical adjustments, 
designed to facilitate a smoother, more sophisticated pursuit of familiar 
goals? Or has it transcended this to fundamentally challenge the actual 
substance of past policy, its strategy and ultimate objectives? Is this just 
old wine in a new bottle, or a completely new vintage? 


Moscow and Its Asian Allies: 

Maintaining Course 
Gorbachev has as yet shown no sign of repudiating Brezhnev’s primary 
emphasis on the maintenance and strengthening of relationships with the 
_ key Asian socialist allies (the Indochina states, Mongolia, and to a lesser 
extent, North Korea) as well as India. This approach has been dictated 
both by a recognition of the geopolitical importance of these states and an 
understanding of the domestic climate in each of them. It also accords 
with a more basic goal of Gorbachev’s foreign policy—to reinvigorate the 
socialist camp as a cohesive unit with the Soviet Union at its center. He 
recognized that this would require that Moscow no longer seek to impose 
strict conformity on individual members of the socialist camp, particularly 
with regard to ideological questions. This new flexibility was particularly 
necessary in Asia where, with the exception of Mongolia, the independent 
socialist countries have no binding compulsion to follow Moscow’s lead on 
either regional or global issues. Toward this end the Soviets have been 
careful to downplay most differences that may have existed with their al- 
_ lies in order to emphasize areas of commonality, particularly on central 
foreign policy issues. 


VIETNAM. Gorbachev continues to treat the Socialist Republic of Vietnam 
(SRV) as the Soviet Union’s most important Asian ally. While undoubt- 
edly the Soviet bases there are central to this approach, other factors play a 
key role. Vietnam’s size, strategic importance, standing in regional politics 
as well as in the Nonaligned Movement, dominant influence over Laos and 
Cambodia, and its role as a buffer against potential Chinese expansion into 
Southeast Asia all figure in Moscow’s calculations. Accordingly, and 
notwithstanding political costs to the ancillary Soviet goals of improved 
relations with the PRC and Association of Southeast Asian Nations 
(ASEAN), Gorbachev has carefully avoided subjecting to risk the close 
ties with Hanoi that he inherited. The fact that fundamental generational 
changes in the Vietnamese leadership were underway has dictated particu- 
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lar caution in Soviet handling of this fiercely independent and nationalist 
state. Therefore, Gorbachev in his relations with Hanoi has: 


—Consistently supported, at least in public, Vietnamese positions on settle- 
ment of the Cambodian conflict, always letting Hanoi take the lead on this issue; 

—Maintained and even increased assistance to the SRV, both economic and 
military, while welcoming Vietnamese self-criticisms and encouraging reforms 
in the utilization of this aid; 

—Acquiesced, if somewhat grudgingly, to Hanoi’s position as “first among 
equals” among the three Indochina states; 

—Paid careful attention to Vietnamese concerns in pursuing ‘proved Sino- 
Soviet relations, periodically reminding Beijing that he would not sacrifice his 
Vietnamese allies in this pursuit. 


Gorbachev has maintained close personal contacts with a succession .of 
Vietnamese general secretaries, hosting Le Duan and Truong Chinh in 
Moscow twice and Nguyen Van Linh once. He sent his premier, Nikolay 
Ryzhkov, and Central Committee Secretary Anatoliy Dobrynin to Le 
Duan’s funeral in July 1986, and his “second secretary” (and party ideo- 
logue), Yegor Ligachev, to the Vietnam Communist Party’s (CPV) Sixth 
Congress in December 1986. Ligachev’s basic message to the Vietnamese 
communists during that visit was one of continuing Soviet support for Ha- 
noi’s domestic and foreign policies, along with endorsement of the person- 
nel changes in the CPV leadership. Gorbachev replayed these themes 
himself during General Secretary Linh’s May 1987 visit to Moscow, and in 
December 1987 the KGB chief, Viktor Chebrikov, visited Hanoi. While it 
is conceivable that the Soviets have privately nudged the Vietnamese to be 
more flexible in searching for a political settlement in Cambodia, this has 
never been reflected in media coverage of the exchanges. 


NORTH KOREA. Gorbachev eagerly pursued his predecessors’ policy of 
improving long-strained Soviet ties to North Korea. This opening had 
emerged in the early 1980s when the North Korean leader, Kim Il Sung, 
turned to Moscow over his growing dissatisfaction with excessive reliance 
on China, his need for more economic and military assistance, and his 
desire to secure an orderly succession for his son, Kim Jong Il. Chernenko 
had warmly. welcomed the aging Korean despot to Moscow in May 1984, 
and agreed to supply the Democratic People’s Republic of Korea (DPRK) 
with MiG-23s and other military hardware that China could not provide. 
Gorbachev built on this policy, sending Politburo member Geydar Aliyev 
.to Pyongyang for the 40th anniversary of the founding of the DPRK in 
August 1985 and Foreign Minister Eduard Shevardnadze on the first such 
visit to North Korea in January 1986. An exchange of similarly unprece- 
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dented naval port calls in 1985 and 1986 underscored the political-military 
aspects of this warming relationship. 

As with Vietnam, the Soviets were careful to publicly endorse straight 
DPRK positions on Korean Peninsula matters. Reliance on North Ko- 
rean language referring to the “Washington-Seoul-Tokyo military trian- 
gle” also became standard in bilateral exchanges between the two. While 
careful not to foreclose the option of attending the 1988 Seoul Olympic 
Games—Moscow has formally accepted the invitation—the Soviets in 
public consistently supported North Korean proposals for a cohosting 
role. Favorable references to the younger Kim, coupled with frequent ru- 
mors that he would visit Moscow to meet Soviet leaders, suggested that the 
Soviets were willing to accept, if not enthusiastically, this dynastic succes- 
sion. Soviet contacts with South Korea, already severely circumscribed in 
the wake of the 1983 KAL shootdown, also seemed carefully subordinated 
to Moscow’s abiding concern over North Korean sensibilities concerning 
its southern rival. 

Gorbachev’s North Korean policy supports two of his primary foreign 
policy objectives. It comports well with his emphasis on uniting the social- 
ist countries of the world under the Soviet banner, even if their respective 
approaches to ideological questions do not always coincide, in order to tap 
their support for Soviet regional and global policy goals. It also sends sub- 
tle encouragement to China to return to the socialist fold or become in- 
creasingly isolated in Asia. Beijing responded with its own wooing of 
. Pyongyang, extending a warm reception to the elder Kim during his May 
1987 visit to China. 


MONGOLIA. The Mongolian People’s Republic (MPR) has also figured 
, prominently in Sino-Soviet developments under Gorbachev. Long sub- 
servient to Moscow, particularly in its foreign policy, Mongolia has 
demonstrated particular nervousness over recent Soviet courting of its 
southern neighbor. The full text of Gorbachev’s Vladivostok speech, with 
its broad overtures to Beijing, was not immediately reproduced in the 
Mongolian press, and there is some reason to believe that the plan to with- 
draw some Soviet troops from the MPR was not universally welcomed in 
Ulanbator. In any event, Moscow subsequently withdrew its long-term 
objections to diplomatic relations between the United States and 
Mongolia, paving the way for their establishment on January 26, 1987. 
While possibly a concession in return for Mongolian acquiescence to the 
troop drawdown, this development was also broadly consistent with 
Gorbachev’s Vladivostok call for an expanded dialogue among all the 
. Asian states. Though confident of Mongolian support, or at least accept- 
ance, of any foreign policy moves he might contemplate in the region, 
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Gorbachev remains anxious to avoid the impression he is running rough- 
shod over MPR concerns. Such an impression might raise unwelcome 
questions about Soviet reliability among more independent socialist allies 
in Asia and elsewhere. 


ÍNDIA. In addition to maintaining traditional alliances with the Asian so- 
cialist states, Gorbachev has accorded special attention to Soviet-Indian 
relations. He has hosted Prime Minister Rajiv Gandhi several times in 
Moscow and he made New Delhi his first Asian destination as general 
secretary. He also chose to unveil the Asian Security Conference proposal 
during the Indian leader’s first state visit to Moscow in May 1985, and he 
elaborated on the concept in his speech to Parliament in New Delhi a year 
and a half later.! Moscow welcomes the Indian role in muting interna- 
tional opposition to the Soviet invasion of Afghanistan, even as it gropes 
for an exit from that conflict. Gorbachev has shown no desire to reevalu- 
ate traditional Soviet ties with this leading nonaligned power, though re- 
cent tensions on the Sino-Indian border underscore the occasional 
difficulties of Moscow’s balancing act in Asia. 

In summary, Gorbachev has consistently opted to preserve and build 
upon the relationships he inherited from his predecessors with the Asian 
socialist allies and India, and on the whole has proved successful in these 
efforts. Nothing he has sought to achieve with them since March 1985 has 
been pursued at the expense of these fundamental relationships, though his 
activist policy toward the rest of the region has been responsible for un- 
dercurrents of tension with some of Moscow’s old friends there. The con- 
tinuing challenge to Gorbachev and his foreign policy advisers is to avoid 
undermining his system of alliances as he pursues new friends in the re- 


gion. 


Gorbachev and China: Wooing 

the Dragon 
Since 1982 Moscow has largely abandoned the pressure tactics of the . 
1970s in attempting to rebuild Sino-Soviet relations on a more equitable 
basis. Gorbachev early on signaled his interest in accelerating this process, 
and in contrast to his two predecessors, who had left this task to Gro- 
myko, Gorbachev personally met with Chinese Vice Premier Li Peng dur- 
ing Chernenko’s funeral amid exchanges of fraternal greetings that left no 
doubt that the two largest socialist states were prepared to downgrade 
their longstanding ideological differences. He called for better bilateral re- 
lations at the April 1985 plenum and in the draft party program published 


1. Pravda, May 22, 1985, and November 28, 1986. 
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that fall. Vice Premier Yao Yilin’s July 1985 visit to Moscow imparted 
new momentum to economic and trade relations. Gorbachev again met Li 
Peng that December when the Soviet-educated Chinese vice premier 
stopped over in Moscow on his way home from Europe. Meanwhile, a 
series of prominent Soviet delegations, including ones headed by Supreme 
Soviet Deputy Lev Tolkunov (October 1985), Deputy Premier (and candi- 
date Politburo member) Nikolai Talyzin (March 1986), and Central Com- 
mittee Secretary Georgiy Razumovskiy (July 1987), visited China. 

The Gorbachev approach to China has used a pair of slogans that Mos- 
cow hopes will appeal to Beijing—peace and socialism. Though Beijing 
has maintained public reserve over Gorbachev’s disarmament initiatives, 
the Soviets believe these will prove attractive in light of China’s “independ- 
ent” foreign policy. Moscow has also taken note of repeated Chinese calls 
for dramatic reduction of the superpowers’ nuclear arsenals. Therefore the 
Soviets have attempted to associate their arms control proposals, especially 
as they apply to Asia, with such PRC measures as Betjing’s pledge of 
“non-first use” of nuclear weapons and Chinese restraint in nuclear test- 
ing, the latter particularly linked to Gorbachev’s testing moratorium. 

Emphasis on similarities between the two socialist neighbors as they 
sought to reform their economies began slowly, with critical articles on 
Chinese reform measures continuing to appear in Soviet publications as 
late as fall 1985. But following the CPSU’s 27th Congress in February 
1986, at which Gorbachev had more conciliatory words to say about 
China and spoke of the need for “radical reforms” at home, a new trend 
appeared. Interest in Chinese reform efforts, which had long existed 
within Soviet Sinological circles and among pro-reform economists, began 
to appear in the press. The first significant article, written by longtime 
China student Fyodor Burlatskiy, appeared in June 1986 in the weekly 
Literaturnaya Gazeta.” Based on a visit to the PRC the previous autumn, 
Burlatskiy’s piece discussed the Chinese experiments in much greater de- 
tail than had been done before in Soviet sources and drew generally posi- 
tive conclusions. Perhaps equally important, Burlatskiy quoted 
extensively from conversations he had held with various Chinese officials, 
in effect allowing them to explain their reforms to the Soviet people first- 
hand. His example was repeated in a number of articles in the daily and 
academic press over the following months, most notably in Jzvestiya editor 
Ivan Laptev’s January 1987 series on the Chinese reform experience.? 


2. F. Burlatskiy, “Conversations Concerning the Economic Reforms in China,” Liter- 
aturnaya Gazeta, June 15, 1986, p. 14. 

3. I. Laptev, V. Romanchuk, Yu. Savenkov, “China: Avenues of Reform,” ein: Jan- 
uary 17-19, 1987. 
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Meanwhile, delegations of journalists, economists, and scholars traveled 
between Moscow and Beijing in increasing numbers to share experiences, 
and Gorbachev highlighted the potential for economic cooperation with 
China at Vladivostok. 

The overall thrust of these appeals to the Chinese has been straightfor- 
ward. According to the Soviets, China has much in common with the 
USSR that it should build upon, rather than continuing an artificial em- 
phasis on political obstacles to an improved relationship. Implicit in this 
appeal is an undercurrent of reproach to Beijing for its overly friendly rela- 
tions with the West. Would it not be more logical, Soviet writings hint, for 
the two greatest socialist powers in the world to resolve their differences 
and work together in opposing the forces of imperialism led by Washing- 
ton? 

The Chinese response has made it clear that their security concerns— 
the oft-cited “three obstacles’*—remain a major impediment to better re- 
lations. This assessment, regularly repeated in public and private, domi- 
nated the semiannual political consultations which began under Brezhnev 
in October 1982 and concluded their eleventh round in October 1987. As 
if sensing that the Vietnam/Cambodia question was the thorniest of the 
three from Moscow’s perspective, Beijing has increasingly pressed it to the 
foreground when detailing its differences with the Soviet Union. 
Gorbachev at first maintained the same stolid refusal of his predecessors to 
discuss or negotiate such “third country” matters with the Chinese. How- 
ever, if he initially hoped to finesse the “obstacles” with China, Gorbachev 
had decided by summer of 1986 to try a different tactic. 

His Vladivostok speech in July was meant to include something for eve- 
ryone in the region but its primary appeal was clearly toward China, and 
for the first time the Soviet leader squarely addressed some major Chinese 
security concerns. Among key elements of this new pitch to Beijing were: 


1, An announced partial troop withdrawal from Afghanistan, carried out later 
that fall; 

2. Hints of a force reduction in Mongolia, followed by the withdrawal of a 
motorized rifle division in early 1987; 

3. A new proposal for bilateral talks aimed at reducing “land-based troops” 
along the Sino-Soviet border; 


4. The'three are the Soviet invasion of Afghanistan, the Soviet-backed Vietnamese occupa- 
tion of Cambodia, and the Soviet military presence along China’s northern border, including 
Soviet troops in Mongolia and Asian-based SS-20s. 
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4, First public mention of a Soviet “concession” on the riverine border, which 
„paved the way for resumed border talks in February 1987.5 


As with the speech overall, there was a great deal of intentional ambiguity 
in Gorbachev’s broad appeal to China at Vladivostok. But on the Viet- 
nam/Cambodia question, the Soviets left little doubt that they would con- 
tinue to eschew either responsibility or a willingness to take active steps 
designed to resolve the conflict themselves. Instead, Gorbachev relegated 
this task to the regional parties. China was urged to negotiate directly 
with Vietnam concerning the two neighbors’ differences, a line faithfully 
echoed by Hanoi in its public diplomacy. The Soviets also pressed for a 
dialogue between Indochina and ASEAN on the Cambodian question. 

By taking the initiative to address a whole range of contentious issues at 
Vladivostok, Gorbachev seemed to be trying to put China on the defensive. 
Though still viewing the “so-called” obstacles as an artificial barrier to 
improved relations, he had offered minor concessions to give the Chinese a 
face-saving means of retreating from their rigid insistence on elimination 
of the obstacles as a prerequisite to real political rapprochement. Having 
done so, the Soviet leader and his Asian advisers sought to challenge Bei- 
jing to either move forward on bilateral relations or accept the onus for 
continued estrangement. 

Not surprisingly, the PRC reacted carefully to this challenge. After 
quickly and accurately denouncing the Afghanistan withdrawal as a 
sham—it had seemed clearly designed to influence the upcoming round of 
‘UN-sponsored proximity talks in Geneva between Pakistan and Afghani- 
stan—Foreign Minister Wu Xueqian cautiously welcomed the Soviet pro- 
fessions of friendship without, however, retreating from the familiar 
Chinese position on the obstacles. Showing his continued skill in dealing 
with the Soviets, Deng Xiaoping the following month expressed willing- 
ness to meet with his Soviet counterparts as soon as significant steps were 
taken toward ending the Cambodian conflict. Meanwhile, the Chinese fol- 
lowed up on economic proposals included in the Vladivostok speech, such 
as one concerning the joint development of the Amur River basin, and 
accepted the Soviet invitation to reopen border talks, suspended since 
1979. Although both sides expressed satisfaction at the conclusion of a 
second round of these resumed talks in August 1987, there are indications 
that settlement of this difficult historical issue, which precipitated major 
border clashes in 1969, remains but a distant goal. 


5. Responding to questions from Western journalists, Deputy Foreign Minister Mikhail 
Kapitsa in an August 6, 1986, Moscow press conference attended by the author admitted that 
Soviet acceptance of the Thalweg Principle for determination of riverine boundaries dated 
from 1964. 
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While Moscow over the following months fleshed out details on some of 
the ambiguous overtures to China contained in the Vladivostok speech, 
Gorbachev has since shown little indication that he is prepared to go sub- 
stantially further on the key political questions without a significant Chi- 
nese quid pro quo. This is not to say that he is entirely satisfied with the 
results of his China policy to date. For example, it appears that 
Gorbachev would very much like a symbolic summit meeting to highlight 
progress in the once frozen relationship, and he raised this subject again 
publicly in November 1987. He also hopes to achieve resumed party-to- 
party ties, again a symbolic step toward bringing China back into a social- 
ist camp. However, for several reasons he is prepared to be patient in 
pursuit of these goals. First, Gorbachev and his China advisers recognize 
that bold Chinese departures in foreign policy are unlikely while Beijing 
continues to grapple with two pressing domestic issues: internal reforms 
and the succession question. Second, Gorbachev appears determined not 
to undermine his close ties with traditional friends and allies in order to 
pursue better relations with Beijing. Third, there are probably many in 
Moscow’s foreign policy ranks who doubt that a meaningful breakthrough 
in Sino-Soviet relations is possible so long as Deng remains the real power 
in Chinese politics. According to this line of thinking, Deng—and his gen- 
eration——has been too long associated with the hardline (i.e., anti-Soviet) 
school of thought to change his stripes now. These people pin their hopes 
on the next generation of leaders, some of whom-—like newly appointed 
Premier Li Peng—were trained in the USSR during the 1950s and are 
presumed to harbor healthier (i.e., more pro-Soviet) sentiments than their 
elders. Finally, Gorbachev remains realistic about how fast and how far 
Sino-Soviet relations can progress. Along with most Soviet specialists on 
China, he recognizes that time is needed to gradually heal the animosities 
of the past quarter century. Few Soviet observers ever expect a return to 
the heyday of the 1950s. But the process of rapprochement is now well- 
established, and Gorbachev can already point to meaningful achievements. 
There may well be behind-the-scene debates among Soviet Sinologists over 
how far the USSR should go toward accommodating China’s security con- 
cerns. For now, the consensus appears to favor hanging tough on further 
concessions while hoping future domestic developments in China will ben- 
efit Soviet interests. 


Non-Socialist Asia: Applying the 
Economic Lever 
Without neglecting key relationships with the Asian socialist countries, 
Gorbachev early on showed a heightened interest in expanding relations 
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with the nonsocialist community along the Pacific Rim. The primary 
thrust of this aspect of his Asian policy lay in the economic sphere, consis- 
tent with his own domestic emphasis. Key targets have included Japan, 
the ASEAN countries, Australia, New Zealand, and the South Pacific is- 
land-states. The long-term expectation is not only that these growing eco- 
nomic powers can be actively drawn into Moscow’s developmental plans, 
particularly in the Soviet Far East, but also that eventual political divi- 
dends will emerge as the economic lever breaks down old suspicions. In 
connection with his assertion of Soviet prerogatives as an Asian power, 
Gorbachev has sought membership in such regional economic organiza- 
tions as the Pacific Economic Cooperation Council (PECC) and the Asian 
Development Bank (ADB), abandoning his predecessors’ deep distrust of 
such associations. He has also shown greater interest in the U.N. Eco- 
nomic and Social Commission for Asia and the Pacific, sending Minister of 
Foreign Trade Boris Aristov to ESCAP’s April 1987 session in Bangkok. 
' While it remains unclear how prepared the Soviets are to participate 
_ responsibly in these organizations, the first steps have been taken. Mean- 
while, Gorbachev’s primary efforts at broadening contact with nonsocialist 
Asia have been pursued on a bilateral basis. 


JAPAN 
There had already been hints of a break in the freeze enveloping Soviet- 
Japanese relations before Gorbachev came to power. Politburo member 
_Dinmukhamed Kunayev visited Japan in November 1984, amid efforts on 
‘both sides to resume regular foreign ministerial exchanges, in abeyance 
since the late 1970s. Negotiations on this subject quickened following 
_Gorbachev’s meeting with Prime Minister Yasuhiro Nakasone during the 
_Chernenko funeral, leading to a January 1986 visit to Tokyo by Foreign 
Minister Shevardnadze. That first Asian visit by a top Gorbachev adviser 
(he also visited North Korea and Mongolia) began a period of intense So- 
viet-Japanese contact that many believed would lead to an unprecedented 
trip to Japan by the new Soviet leader in 1987. Bilateral trade volume 
reversed the five-year decline begun when Japan imposed sanctions on 
Moscow over the invasion of Afghanistan, with increases in 1985 and 1986 
of 7% and 23%, respectively. Official and private Japanese delegations 
visited Moscow in early 1986, meeting with their Soviet counterparts to 
discuss prospects for broader economic cooperation. Foreign Minister 
Shintaro Abe also came to Moscow in May 1986, where he and his Soviet 
hosts agreed to a generally upbeat joint statement at the conclusion of his 
visit. From the Japanese perspective, an apparent softening of the old So- 
viet intransigence on the Northern Territories question, evidenced by lan- 
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guage in the January joint statement®, offered new hope for the bilateral 
relationship under Gorbachev. Though Soviet officials continued to insist 
publicly on their “well-known position” —that the territorial question had 
been resolved in a series of agreements ending the Second World War— 
their willingness to return to the Brezhnev-Tanaka agreement of 1973 fu- 
eled Japanese expectations that Moscow might be willing to turn over the 
islands in return for Japanese involvement in Soviet economic develop- 
ment. Gorbachev appealed for precisely such involvement in his Vladivos- 
tok speech, but again seemed to downplay the possibility of a Soviet retreat 
on the territorial question by urging that bilateral ties be developed “‘on a 
realistic basis . . . not dwelling on problems of the past.” 

Momentum toward a summit in Tokyo survived Japan’s announcement 
in September 1986 that it would participate in SDI research, as the Soviet 
reaction at the time seemed muted. However, later that fall talk of a Janu- 
ary 1987 Gorbachev trip to Tokyo ceased, and public attacks against the 
resurgence of Japanese “militarism” began to pick up. By mid-1987, de- 
spite continuing working-level contacts on the subject, prospects for a 
Gorbachev-Nakasone summit had become increasingly remote. The chill 
in U.S.-Soviet relations following Reykjavik increased Japanese reluctance 
to compromise with Moscow on the territorial question, and Soviet ana- 
lysts in turn began to view Nakasone as a hardliner with whom it was 
impossible to deal. A new complication arose in mid-1987 over Japan’s 
exposure of a Soviet espionage ring in Tokyo, and Moscow characterized 
the Toshiba scandal as an officially instigated wave of anti-Soviet 
“spymania.” In an interview with Merdeka,’ Gorbachev faulted Tokyo 
for the return of “dark clouds” on the horizon of Soviet-Japanese relations. 
When Prime Minister Noburu Takeshita succeeded Nakasone in the fall of 
1987, Moscow sent modest signals of interest in mending fences, including 
an unusually profuse apology for a Soviet TU-16 air incursion over Oki- 
nawa in December and subtle hints that a Gorbachev Tokyo visit might 
still be a possibility. But as 1988 began, the overall chill in Soviet-Japanese 
relations remained. 

Two factors help explain Gorbachev’s failure to break Soviet-Japanese 
relations out of their earlier, unproductive pattern: Japan’s continued in- 
sistence that Moscow return the Northern Territories as a prerequisite to 
fundamental improvement in the relationship and Gorbachev’s refusal to 
consider this step; and Moscow’s slow realization that major growth of 
Japanese trade and investment in the Soviet economy remained hampered 
by official Japanese policy as well as by a healthy skepticism within Japa- 


6. “Joint Soviet-Japanese Communiqué,” Pravda, January 20, 1986. 
7. Carried in Pravda, July 23, 1987. 
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nese business circles over opportunities there. Underlying these factors is 
considerable doubt that Gorbachev and his top advisers have truly over- 
come their predecessors’ tendency to underestimate Japan’s importance, 
_ both regionally and globally. Additionally, Moscow may still harbor un- 
' justifiably rosy perceptions concerning the attractiveness of business op- 
portunities, particularly in the Soviet Far East, to a Japanese economy that 
-has undergone steady evolution since these ideas were first broached over 
twenty years ago. In any event, despite some early promise, Japan does 
not represent a foreign policy success for Gorbachev. 


ASEAN 

Previous suspicion that ASEAN was a potentially anti-Soviet organization 
firmly wedded to U.S. policy goals has given way under Gorbachev to ac- 
` tive wooing of the Southeast Asian states. Gorbachev formally acknowl- 
edged this position, already clear in the quickening pace of delegation 
exchanges between Moscow and the ASEAN capitals in 1985 and 1986, in 
his warm remarks about the organization at Vladivostok. Shevardnadze 
underscored the symbolic shift in Moscow’s approach during his March 
1987 stopovers in Bangkok and Jakarta. 
_ Soviet appeals to the ASEAN nations focus on economic issues, seeking 
to offer an alternative to their close and sometimes fractious trade ties with 
‘Japan and the United States. The Soviet media regularly criticizes U.S. 
protectionist tendencies and seeks to play up concern in the region over 
Japan’s economic penetration in the context of World War II animosities. 
Both the April 23, 1986, Soviet Government Statement® and the Vladivos- 
tok speech stressed these themes in their appeal for broader ties with 
ASEAN. Moscow’s trade relations with the ASEAN countries remain 
both insignificant in volume and heavily tilted in favor of the Asian states. 
Gorbachev, however, has placed greater emphasis on understanding 
ASEAN’s market needs, and Soviet trade exhibitions in Southeast Asia 
have promoted manufactured goods available for export. This new ap- 
proach to trade and investment has been reflected in Gorbachev’s major 
shakeup of Ministry of Foreign Trade personnel and publication of a So- 
viet joint ventures law in early 1987. 

` Moscow has long targeted Indonesia as the key ASEAN state, acknowl- 
edging its size, economic potential, and leading role in the Nonaligned 
Movement. Accordingly, on his first trip to the region Shevardnadze 
chose to visit Jakarta where he listened patiently to Indonesian concerns 
about the Cambodian conflict—without offering anything new—while fo- 


8. “Statement of the Soviet Government,” Pravda, April 24, 1986. 
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cusing on economic and disarmament themes in his own remarks. The 
joint communiqué released at the end of the visit contained mild expres- 
sions of Indonesian sympathy for Soviet disarmament proposals and light 
praise for Gorbachev’s Asian security concept, while highlighting the po- 
tential for economic cooperation between the two. Gorbachev’s decision 
to introduce significant new Asian proposals in his July 1987 interview 
with Merdeka underscored his continuing focus on this relationship. Mos- 
cow has also assiduously courted the other ASEAN states in its regional 
policy, particularly Thailand, Malaysia, and the Philippines. Philippine 
Deputy Foreign Minister Shahani came to Moscow in the fall of 1986, 
Thai Foreign Minister Sitthi visited in May 1987, Malaysian Prime Minis- 
ter Mahathir in late July, and Thai Army Chief of Staff Chawalit and So- 
viet Deputy Defense Minister Ivanovskiy exchanged visits late in the year. 
All of these contacts provided opportunities for the Soviets to put into play 
their new sophistication in foreign policy and to encourage greater eco- 
nomic contacts. 

Gorbachev’s approach to the Philippines has been of particular interest. 
He got off on the wrong foot with Mrs. Aquino by prematurely congratu- 
lating Marcos on his “victory” in the February 1986 elections. Since then 
Moscow has cautiously courted Manila, while attempting to play up anti- 
American and antinuclear themes in its media coverage of the Philippines. 
There is no evidence of Soviet assistance to the New People’s Army— 
Soviet spokesmen do not even acknowledge that they are communists— 
and Moscow seems more intent at this point on playing to the Aquino 
government than on supporting the guerrillas either morally or materially. 
One is left with the impression that in the Philippines the Soviets are bid- 
ing their time in the hopes that future political developments there will 
provide a more auspicious policy opening. 

Thus, despite greater Soviet activism overall toward ASEAN, prospects 
will be limited by the staunch anticommunism of leaders such as President 
Soeharto and Lee Kuan Yew, as well as Soviet reluctance to use its consid- 
erable influence with Hanoi to withdraw Vietnamese troops from Cambo- 
dia. Soviet attempts to brush this question aside or drive wedges in the 
ASEAN position have not succeeded. Finally, ASEAN’s Western trade 
orientation and the relative unattractiveness of Soviet export offerings will 
continue to hamper Moscow’s efforts to increase trade significantly. 


l SOUTH PACIFIC 
Gorbachev has not neglected the South Pacific states, including Australia 
(Shevardnadze visited in March and Prime Minister Bob Hawke went to 
Moscow in December 1987), New Zealand (Moscow has sought to capital- 
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ize on frictions with the United States), and the newly independent island- 
states (diplomatic relations were recently established with Vanuatu and 
Papua New Guinea, and fishing agreements have been signed with Kiribati 
and Vanuatu). One low-cost step that has aided Soviet efforts in the region 
was Moscow’s endorsement, albeit with qualifications, of the South Pacific 
Nuclear Free Zone (SPNFZ) Treaty protocols in December 1986. This 
gesture, while largely meaningless given the near absence of Soviet naval 
activity in the area at present, dovetailed neatly with Gorbachev’s disarma- 
ment initiatives and allowed Moscow to join in the regional states’ criti- 
cism of the Western nuclear powers’ unwillingness to back the SPNFZ. 
With the Pacific states also, the Soviet Union has emphasized greater eco- 
nomic contact as the leading edge of its efforts to broaden overall relations. 
Soviet ability to negotiate fishing agreements quickly and successfully con- 
trasted sharply with the protracted and difficult negotiations leading up to 
a settlement on fishing rights with American fishing companies. Stull, 
Moscow’s presence in this area remains minimal—its only resident ambas- 
sadors are in Wellington and Canberra—as it continues to accord primary 
attention to China, Japan, and ASEAN. 

In summary, the Soviet position within the nonsocialist Asian/Pacific 
countries has long been hampered by distant and cool relations and a low 
level of economic contact. Gorbachev has made certain inroads here, 
though traditional distrust of Soviet intentions remains high. His choice of 
the economic lever not only complements his domestic program, but ex- 
tends tacit recognition to the economic revolution that has transformed 
the Pacific Rim into the world’s fastest growing region. His new diplo- 
matic style has caught people’s attention, signaling that Moscow is now 
“in the game” and no longer content to acknowledge a near-exclusive 
Western monopoly on relations with these important states.? 


Downplaying the Military Factor 
In what might have been his most striking deviation from Brezhnev’s 
Asian policy, Gorbachev after coming to power quickly opted to downplay 
the Soviet military presence in East Asia. Without taking steps to reduce 
the considerable Soviet forces deployed in the Soviet Far East, Moscow 
has sought to justify them in terms of American forces in the region. This 


9. The two notable exceptions to Gorbachev’s economic offensive along the Pacific Rim 
are the Republic of Korea and Taiwan. Despite recognition among some Soviet specialists of 
the strong potential for fruitful economic relations with Seoul and Taipei, political expedience 
has caused Moscow to sharply limit contact with them. North Korea and the PRC are too 
central to Gorbachev’s Asian strategy to risk offending by pursuing such contacts with their 
rivals. 
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lessened emphasis on the military factor has become an important aspect 
of Gorbachev’s global strategy. It has particular relevance to Asia given 
the widespread perception that Brezhnev had failed to translate his major 
military buildup in Asia into any tangible political gains. It is useful to 
compare Brezhnev’s spring 1978 tour of the Soviet Far East with 
Gorbachev’s trip there eight years later. In 1978, the aging Soviet general 
secretary was accompanied by Minister of Defense Dmitry Ustinov. He 
addressed Soviet missile forces in Novosibirsk, stopped at the Transbaikal 
Military District Headquarters in Chita, and observed military exercises in 
the Khabarovsk area. Gorbachev largely avoided such military activities 
during his tour of the Soviet Far East, preferring to highlight economic 
themes and elaborate a broad appeal for cooperation and friendly relations 
with the other states of the region. He stressed that Soviet military pres- 
ence in the area aimed only at maintaining “the minimal requirements of 
our defense, the protection of our friends and allies, especially in light of 
American military activity close to our and their borders.” 10 

Elaborating on earlier discussions of his Asian security initiative, 
Gorbachev proposed such confidence-building measures as limiting naval 
and particularly submarine activity in the Pacific, and he hinted that a 
U.S. decision to remove its bases from the Philippines would stimulate an 
appropriate Soviet response. In a symbolic gesture, he declared his inten- 
tion to open the naval port of Vladivostok to foreigners—its “closed” 
status long associated with the presence there of sensitive military installa- 
tions. Though still nominally closed in mid-1987, a number of foreign dip- 
lomats and businessmen have been allowed to travel to Viadivostok, and it 
is rumored that the city will be formally opened once adequate tourist 
facilities can be provided. 

Moscow long asserted that its SS-20s in Asia were deployed only to 
counterbalance alleged American nuclear weapon sites in South Korea, 
Japan, and the Philippines. However, responding to pressure from the 
United States, as well as Japan, China, and other Asian states, Gorbachev 
in the Merdeka interview finally agreed to accept the U.S.-proposed 
“global zero” option on Intermediate Nuclear Forces (INF). This repre- 
sented another important step toward deemphasizing the military aspect of 
Soviet Asian policy—though it will still leave large numbers of ICBMs in 
the Soviet Far East. Gorbachev’s deemphasis of Soviet military power in 
Asia has been accompanied by sophisticated, if often disingenuous, at- 
tempts to play upon antinuclear sentiments in the region. Thus he has 
supported proposals for a nuclear-free zone in the South Pacific and a zone 


10. Gorbachev speech at Vladivostok, Pravda, July 29, 1986 (author’s translation). 
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of peace in the Indian Ocean, encouraged the Japanese antinuclear move- 
ment, and backed proposals within ASEAN for a Southeast Asian nuclear- 
free zone. 

These steps, coupled with the new push for broader economic ties, may 
well reflect Gorbachev’s sober analysis of the problems he inherited in So- 
viet Asian policy. While many experienced Soviet-watchers in the PRC, 
Japan, the U.S., and elsewhere remain deeply skeptical of Moscow’s claims 
to have dramatically changed its approach to the region, they acknowledge 
a new sophistication in Soviet style that may lead gradually to substantive 
changes. At a minimum they recognize that under Gorbachev the Soviet 
Union can no longer be counted on to be its own worst enemy through 
pursuit of poorly conceived and clumsily executed policies that rely pri- 
marily on military buildup and coercion. 


U.S. Remains the Chief Rival 


If Gorbachev has worked vigorously to reshape the image of Soviet Asian 
policy during his first years in power, he has continued his predecessors’ 
policy of challenging the traditionally preeminent American influence in 
the region. While he did acknowledge at Vladivostok a major regional role 
for the United States, he has also repeatedly criticized Washington’s poli- 
cies. In fact, the theme of a broadly anti-Soviet American military net- 
work including alliances and bases is predominant in Soviet writing about 
Asia, and it provides the primary, if not explicitly invoked, rationale for 
Gorbachev’s Asian security initiative. For example, nearly every article in 
the Soviet press concerning Philippine politics points to the hidden hand of 
Uncle Sam, and heavily implies that concern over preserving its bases at 
Clark and Subic Bay drives Washington’s policy toward Manila. Soviet 
support for North Korean initiatives on the peninsula has invariably been 
accompanied by repetition of the charge that the U.S. military presence in 
the South, including a purported one thousand nuclear weapons, poses a 
direct threat, not only to the North but also to the Soviet Union itself. In 
his November 1986 speech before the Indian Parliament, Gorbachev juxta- 
posed his proposals for demilitarization of the Indian Ocean with com- 
plaints over U.S. naval activity there. Gorbachev’s confidence-building 
proposals in the Merdeka interview, while superficially attractive, are in 
reality cynically asymmetrical in seeking to undermine U.S. military 
strengths in the Pacific while leaving Soviet advantages untouched. Soviet 
propaganda attacking the U.S. presence in the region commonly portrays 
the Asians as victims, pressured into accepting American military facili- 
ties, and ignores the fact that this development has been the direct out- 
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growth of local alarm over the military threat emanating from the Soviet 
Union. 

Soviet concern over nascent military ties between the PRC and the 
United States has been one important motivation for Gorbachev’s acceler- 
ated efforts to reverse the 25-year freeze in relations with Beijing. While 
Moscow has gradually become less concerned about the prospect of an 
anti-Soviet entente than it had been in the early 1980s, it continues to mon- 
itor Sino-U.S. military contacts closely. The Soviet penchant for stirring 
up mischief directed against the United States has been evident in its atti- 
tude toward the termination of the U.N.-mandated U.S. trusteeship in Mi- 
cronesia. Ignoring the overwhelming support of the local population—and 
neighboring states—for the post-trusteeship arrangements approved by the 
U.N. Trustee Committee, the Soviet press has rumbled darkly about 
American “neo-colonial” machinations and threatened to take the issue 
before the U.N. Security Council where a Soviet veto could conceivably 
block the termination process. Although the U.S. military presence in the 
Pacific has been manipulated to provide a rationale for Soviet military de- 
ployments in the region, Moscow’s attitude toward American influence in 
Asia also reflects a deep and abiding sense of frustration over the Soviet 
Union’s inability to match America’s performance there. This, more than 
anything else, underlies Gorbachev’s vigorous efforts to restructure the So- 
viet approach to the region. The benchmark of success remains the United 
States. Despite occasional professions of Soviet willingness to work to- 
gether with Washington, Moscow apparently still views Asia as a zero-sum 
game, where Soviet advances can only come at the expense of the United 
States. 


The Personnel Factor: Gorbachev's 

Asian Advisers 
In line with his refashioning of Asian policy, the new general secretary has 
made significant changes in personnel in the Ministry of Foreign Affairs, 
the Central Committee apparatus, and the Academy of Sciences institutes 
who are responsible for the formulation and execution of that policy.!! 
Perhaps the most significant change occurred in July 1985 when 
Gorbachev moved longtime Foreign Minister Andrey Gromyko into the 
largely honorific position of Chairman of the Supreme Soviet, and replaced 


11. More detailed discussions of Soviet Asianists are in Gilbert Rozman, ‘“Moscow’s 
China-watchers in the post-Mao era: the response to a changing China,” China Quarterly 
(June 1983), pp. 215-41; Chi Su, “ Soviet China watchers’ influence on Soviet China policy,” 
Journal of Northeast Asian Studies (December 1983), pp. 25-50; Richard Nations, “Moscow’s 
Asian Initiatives,” Far Eastern Economic Review, August 14, 1986, especially pp. 36~7. 
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him with Georgian Party Chief Eduard Shevardnadze. Gromyko had long 
been viewed as disinterested in Asia. While lacking foreign policy experi- 
ence, Shevardnadze has proven an active emissary on behalf of his boss. 
His two trips to East Asia have lent eloquent symbolism to the “‘activiza- 
tion” of Soviet Asian policy, and he has received good marks as a patient 
listener and able proponent of the Gorbachev line. Shevardnadze has su- 
pervised the restructuring of the Foreign Ministry, aimed at creating a 
more rational grouping of countries in line with the objectives of his Asian 
policy. Another significant change involved the August 1986 elevation of 
experienced China-hand Igor Rogachev to the position of deputy foreign 
minister responsible for oversight of the entire Asian/Pacific region. In 
the process, crusty former Deputy Foreign Minister Mikhail Kapitsa, 
widely considered an inflexible hardliner on Asia, was shunted to the Insti- 
tute of Oriental Studies in early 1987, presumably on his way to retire- 
ment. 

Energetic and sophisticated men were also moved into key Asian ambas- 
sadorships, usually replacing bureaucratic Brezhnev holdovers. Nikolai 
Solov’yev, a career Japanist, went to Tokyo in mid-1986; veteran diplomat 
Oleg Troyanovskiy moved from the U.N. to Beijing; and Oleg Sokolov, an 
experienced specialist on the U.S., was dispatched to Manila in November 
1987. In another move, old-line conservative Oleg Rakhmanin, whose 
writings about China and Eastern Europe under such pseudonyms as Bori- 
sov and Vladimirov had hewed to a strictly orthodox line, was eased out of 
the Central Committee Liaison Department in the winter of 1986-87. Pri- 
mary responsibility for Asia now resides there with Indochina specialist 
Mikhail Smirnovskiy and the Department chief, Vadim Medvedev. How- 
ever, Ivan Kovalenko, a notorious hardliner on relations with Japan, has 
retained his position as deputy to Anatoliy Dobrynin in the International 
Department. 

Other key players on Gorbachev’s Asian team include Institute of Inter- 
national Economics and International Relations (IMEMO) Director 
Yevgeniy Primakov (formerly Director of the Institute of Oriental Stud- 
ies), Institute of the Far East Director Mikhail Titarenko (a China scholar 
and Rakhmanin protégé), and Viktor Sharapov (a Sinologist who served in 
the Soviet embassy in Beijing in the 1960s) on the general secretary’s per- 
sonal staff. Some of these men have been associated with a hardline ap- 
proach to China and other Asian countries. But all who have retained 
their jobs have in common a sophistication and flexibility notably lacking 
during the Brezhnev years. The evidence suggests that Gorbachev encour- 
ages active debate on foreign policy options among his advisers. The Vla- 
divostok speech, with its mixture of new and old, may have represented a 
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working compromise between those who argued in favor of more moderate 
policies toward such potential adversaries as China and Japan, and those 
who continued to feel that unilateral Soviet concessions would only 
strengthen a demandeur pose in them. Judging from Soviet policy toward 
the region since then, the tension between these two schools of thought 
remains unresolved. 


The Asian Security Conference Initiative 

Since May 1985, the centerpiece of the new Soviet leader’s overall plan for 
a restructured Asian policy has been his call for an Asian Security Confer- 
ence. Gorbachev first unveiled the proposal at a Moscow banquet in 
honor of Indian Prime Minister Rajiv Gandhi, just two months after his 
elevation to general secretary. He and his advisers have frequently elabo- 
rated on it since then. Initially the proposal reminded many of the abor- 
tive Brezhnev call in 1969 for a comprehensive approach to Asian security. 
But whereas the earlier initiative had been seen as an attempt to isolate a 
then thoroughly hostile China, this time the Kremlin made it clear that 
Chinese participation would be welcome. As the occasion for revealing the 
initiative underscored, Gorbachev also eagerly sought Indian support and 
participation. In the following months, it became increasingly clear that, 
first, Moscow sought endorsement and support by the broadest possible 
coalition of Asian states, and second, that the primary aim of the initiative 
was to isolate and stigmatize the United States—though it too was nomi- 
nally invited to participate—for its “militaristic” behavior in the region. 

As fleshed out since May 1985, this proposal is designed to incorporate 
the five objectives of Soviet Asian policy discussed above. In its initial 
form, it sought to bring together various proposals by Asian states, partic- 
ularly the loyal socialists, for resolving conflicts and addressing security 
concerns in the region. A pyramid of bilateral and regional dialogues was 
seen as leading to an Asia-wide conference similar to the 1975 Helsinki 
Conference. Soviet spokesmen readily admitted this to be a long-term 
plan, but a principal, if unspoken, objective was to establish Moscow as a 
central player in the process without whom no important problem in the 
region could be solved. 

The April 1986 Government Statement, timed in part to preempt Presi- 
dent Reagan’s Asian trip that spring, added more detail to some of the 
confidence-building measures and laid particular stress on the role of eco- 
nomic cooperation in Moscow’s designs. But it retained the overall vague- 
ness of the original proposal, and was quickly forgotten a few days later 
when world attention became riveted on the nuclear disaster at Chernoby]. 
The Vladivostok speech carried symbolic weight in that it was delivered by 


STEPHEN M. YOUNG 337 


the Soviet leader from what he called his “window on the East.” At Vladi- 
vostok, Gorbachev directly linked his interest in a new Asian security 
framework to his plan for developing the vast territory of the Soviet Far 
East, spending the first half of the address discussing domestic economic 
. needs. He followed up with an unprecedentedly detailed review of Soviet 
. Asian policy goals. That fall in New Delhi he fleshed out some aspects of 
the security concept dealing specifically with South Asia, obtaining modest 
' encouragement from the Indians in return. Gorbachev returned to his 
' proposal in the Merdeka interview, announcing Soviet willingness to elimi- 
_ nate its Asian INF missiles and elaborating on several other confidence- 
_ building measures. 

But though Soviet emphasis on the security initiative has remained con- 

stant and heavy over the past two years, Moscow has achieved only limited 
success in drumming up support for it. Only loyal Soviet allies— 
Mongolia, the Indochina states, and North Korea—have extended unqual- 
ified endorsement; the other capitals in the region have reacted with vary- 
. ing degrees of reservation both over the proposal and Gorbachev’s Asian 
policy generally, for the most part seeking to steer the debate back toward 
more concrete sources of regional tension. Gorbachev’s greatest disap- 
‘pointment by far has been his inability to obtain explicit endorsement of 
‘the proposal by either the Chinese or the Indians. Beijing has remained 
studiously indifferent to the idea, preferring to pursue its own security con- 
cerns vis-à-vis Moscow. Gandhi’s awkward silence when Gorbachev first 
unveiled the plan spoke volumes about the Indian reaction to this unex- 
pected initiative, and the Indian government withheld favorable comment 
until Gorbachev’s Delhi trip eighteen months later. Even then, Gandhi’s 
remarks stopped well short of the full endorsement Moscow had hoped 
for, despite Gorbachev’s attempts to make the idea more attractive by link- 
ing it to such long-time Indian goals as the call for a zone of peace in the 
Indian Ocean. The Soviet leader seemed genuinely surprised at the insis- 
tent questioning by Indian journalists at his Delhi press conference on the 
ramifications for India of Sino-Soviet rapprochement. These concerns, 
coupled with a natural desire to regulate Soviet influence and activity in 
the South Asia region, will probably keep Delhi from moving closer to 
endorsement of the proposal in the near future. 

_ One reason the Asian Security Conference concept has failed to generate 
much enthusiasm in the region stems from Gorbachev’s unfortunate early 
characterization of the idea as an “Asian” Helsinki Conference. For 
whereas Helsinki had legitimated generally accepted international borders 
in Europe, requiring, for example, an interim settlement on the German 
question as one of its prerequisites, the situation in Asia is much different. 
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Numerous border disputes remain unsettled, carrying with them the con- 
stant danger of renewed fighting; there are also two “‘hot” wars (Cambodia 
and Afghanistan) and one very cold one (on the Korean peninsula) in the 
region. Accordingly, more than two years after its unveiling, for all but 
Moscow’s loyal socialist allies, Gorbachev’s security proposal remains 
much too vague and seems to contribute nothing really new to the search 
for genuine security in Asia. 


Conclusion 

Gorbachev has certainly caught people’s attention with his “activated” 
Asian policy. His new, more sophisticated style (termed by some “smile” 
diplomacy), carried out by a new team of vigorous young Asianists, has 
already achieved certain successes, along with some setbacks. But while 
these changes may suggest a tacit rebuke of Brezhnev’s Asian policy, 
Gorbachev has carefully refrained from direct criticism of past Soviet per- 
formance in Asia. More significantly, despite some tactical maneuvering, 
he still has not squarely addressed the objections of key Asian states to the 
traditional substance of Soviet Asian policy, and in fact has continued to 
pursue many of the same objectives of the past. Thus the essence of 
Gorbachev’s Asian policy continues to be maintenance and expansion of a 
consolidated socialist community, headed by Mcscow and in competition 
with American policy interests in the region. He has wisely shifted empha- 
sis from the Soviet military presence to a more economically-oriented ap- 
proach without, however, significantly reducing the massive Soviet force 
structure there. Some even argue that this policy shift was made possible 
by the protracted buildup of Moscow’s Asian-based forces under 
Brezhnev. 

Will the new Soviet general secretary respond to the concerns of the 
Japanese on the Northern Territories, the Chinese on their obstacles, 
ASEAN and Australia on Cambodia? Is he willing to use his new-found 
influence with North Korea to urge moderation and reconciliation with 
the South? Is he prepared to end the fierce competition with the United 
States for influence in Asia? 

Thus far Gorbachev has demonstrated a basically risk-averse approach 
to change in his Asian policy, pushing forward with easy stylistic changes 
while balking at more dangerous substantive ones. Given this approach, it 
seems likely that midterm Soviet policy toward the region will continue to 
be characterized by pursuit of incremental substantive changes in Soviet 
relations with non-allies like China, Japan, and ASEAN, and that 
Gorbachev will eschew more dramatic moves that would carry with them 
greater risks to Moscow. Gorbachev’s new opening to the United States 
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on arms control issues has not yet been paralleled by significant shifts in 
Moscow’s traditional policy of regional competition with the West. 
Gorbachev’s Asian policy is likely to remain incremental for two principal 
reasons. First, the major substantive changes in question would either im- 


' pinge directly on longstanding Soviet conceptions of the USSR’s own se- 


curity or would challenge Moscow’s relationships with key regional allies. 


' Second, from Moscow’s perspective there is no certainty that concessions 


on key substantive points would elicit a sufficient response from the other 


_ side; in fact, concessions could even be taken as a sign of weakness to be 
‘exploited for further gain. Particularly in the case of Deng’s China, 


, Soeharto’s Indonesia, or LDP-dominated Japan, Gorbachev and his advis- 


ers may hope that eventual leadership changes will elevate leaders more 
favorably disposed to the Soviet Union than is presently the case. Even 


.then, the Soviets might conclude that concessions, particularly on central 


security issues, remain too risky. 
Though Gorbachev’s attention frequently shifts away from the Asian 


‘region as he focuses on domestic reform and superpower relations, his new 


team of Asian advisers is continually debating possible strategies and 
weighing options designed to further the Soviet position in this vital area. 
Already they can point to moderate progress in remaking the Soviet image 
in East Asia as they focus on future opportunities. At least two things 
remain certain: Gorbachev’s interest in the Asian/Pacific region is un- 
precedented, and his dramatic style of leadership makes future surprises 
there a near certainty. | 





SINGAPORE AND THE RECESSION 
OF 1985 


Jonathan Rigg 








The republic of Singapore has long been presented as 
an example of a “free market” success story. It is used, along with the 
other “little tigers” of East Asia, to support the contention that export- 
oriented industrialization is the most effective strategy for development. 
Certainly in general economic terms, Singapore has been remarkably suc- 
cessful in generating growth and improving the living standards of its pop- 
ulace. At independence in 1957, the island was still very much a less- 
developed country with little manufacturing industry, a decaying urban 
structure, rapid population growth (4.4% per year), widespread poverty, 
and high unemployment (10-15%).! By 1984, per capita GNP had 
reached US$7,260—higher than that of Ireland and Italy, the manufactur- 
ing sector was vibrant, having grown at an annual rate of over 17% be- 
tween 1960 and 1982; the physical and social infrastructure was the most 
developed of any country in the region; and poverty had been dramatically 
reduced. This is all the more remarkable given that the republic had few 
natural advantages except for its geographical location and the industri- 
ousness of its workforce. Further, the decision to leave the Federation of 
Malay States in 1965 cut the island off from its traditional hinterland. But 
in 1985 the expansion of Singapore’s economy, which had been averaging 
9.7% per year since 1965 and had never fallen below 4%, slowed precip- 
itously and real GDP showed a negative rate of 1.7% (see Table 1). The 
following discussion will examine the various factors that have been 
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presented to account for this reversal of fortunes and the steps that have 
been taken to reinvigorate the economy. 


Development in Singapore: 1959-1979 

When Singapore became self-governing in 1959, the economy was founded 
upon entrepôt trade and related services that accounted for over 70% of 
GNP. In contrast, the manufacturing sector contributed 13%. Prime 
Minister Lee Kuan Yew recognized early that the island would have to 
restructure its economy through industrialization. Initially, this was to be 
achieved through a process of import substitution geared to the other mar- 
kets in the Malay Federation. But with Singapore’s withdrawal from the 
Federation, import substitution was no longer feasible; the domestic mar- 
ket was far too restricted to generate sufficient demand, and the republic 
was forced to adopt an export-oriented strategy of industrialization. With 
. a weak manufacturing sector of its own and a poor political relationship 
with its geographical neighbors (Malaysia and Indonesia), Singapore 
looked to multinational companies (MNCs) as the means to meet its devel- 
opment objectives. Fortunately, just at the time Singapore embarked on 
this policy of attracting foreign investment, world trade was booming and 
MNCs were searching for politically stable, low-wage locations in which to 
manufacture labor-intensive products. As far as such companies were con- 
cerned, Singapore was an ideal site in which to expand: the workforce was 
motivated and relatively well-educated (with English being widely spo- 
ken); the government was supportive of investment, having removed all 
‘the trade barriers that had been erected prior to 1965; and the unions had 
been “tamed” and institutionalized. 

Between 1965 and 1979, GDP growth averaged 10.1% per year with the 
only serious decline occurring in 1974-75 when the first oil shock and the 
‘resulting world recession pushed growth down to “only” 4%. Industries 
geared to export included electronics, shipbuilding and repairing, oil rig 
construction, and petroleum refining; by 1977 direct exports accounted for 
65% of total manufacturing output.? 

The development of export-oriented industries led to a fundamental 
change in the structure of Singapore’s economy. The 1960s saw diversifi- 
cation out of trade and services into manufacturing (primarily in labor- 
intensive goods such as textiles), followed in the 1970s by a further move 
into transport and communications, electronics, and business-related serv- 
ices. All this was achieved with relatively low rates of inflation, a consis- 
tent overall balance of payments surplus, rising standards of living, full 
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TABLE 1 Real GDP Growth Rates 1961-1985 (%) 


1961 8.5% 1971 12.5% 1981 9.9% 

1962 7.1% 1972 13.3% 1982 6.3% 

1963 10.5% 1973 11.3% 1983 7.9% 

1964 . —4.3% 1974 6.8% 1984 8.2% 

1965 6.6% 1975 4.0% 1985 —1.7% 

1966 10.6% 1976 7.2% 1986 1.9% 

1967 13.0% 1977 7.8% 1987 3.4% (est.) 
1968 14.3% 1978 8.6% 

1969 13.4% 1979 9.3% 

1970 13.4% 1980 10.2% 


SOURCES: Ministry of Trade and Industry, The Singapore Economy: New Directions, 
Report of the Economic Committee (Singapore: Republic of Singapore, 1986), pp. 26 and 36; 
G. Shantakumar, “Industrial Restructuring, Technological Development and Manpower 
Planning: The Singapore Case,” The South East Asian Economic Review, 7:1 (April 1986), p. 
4; “Economic Indicators: Selected Asian Countries,” Far Eastern Economic Review, March 
5, 1987, p. 82. 


employment, and a wide distribution of the benefits of growth. Important 
during this period of almost uninterrupted rapid growth was the creation 
of the National Wage Council (NWC) in 1972. Independent of both 
unions and management, and also—at least in theory—of the government 
(all three have representatives on the council with equal influence), the 
NWC up to 1979 set annual wage guidelines for the economy with the 
intention of stabilizing wage increases and linking them to productivity. 


The Second Industrial Revolution 
1979-1985 


In 1979 Singapore embarked upon a second bold restructuring of its econ- 
omy often referred to as its Second Industrial Revolution. This was 
brought about by the realization that in order to continue to grow the 
economy would have to move into skill- and capital-intensive industries 
producing high value-added goods. Mirza identifies four trends or events, 
both domestic and international, which by 1979 had made restructuring an 
imperative as far as the government was concerned.* First, other develop- 
ing nations, especially in Southeast Asia (Thzeiland, Malaysia, and the 
Philippines), with far lower wage rates were beginning to industrialize and 


4. H. Mirza, Multinationals and the Growth of the Singapore Economy (London: Croom 
Helm, 1986), p. 59. 
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to compete with Singapore in its traditional markets. Second, the petro- 
leum sector was in decline, in part because of the oil crisis but more impor- 
tantly due to the fact that Singapore’s role as a middleman between oil 
producers and consumers was becoming redundant as nations built their 
own refineries. Third, growing unemployment in the developed countries 
was exerting a downward pressure on wage demands and this, coupled 
with growing labor costs in Singapore, was narrowing wage differentials 
between the republic and the industrialized world. And fourth, the devel- 
opment and use of labor-saving technology was beginning to eliminate the 
need for cheap labor in some sectors. 

The Second Industrial Revolution aimed to overcome these existing and 
impending problems by encouraging firms to upgrade. This was to be 
achieved through implementation of the following policies: 


1. Use the NWC as a means of raising wage rates well ahead of productivity 
so as to force firms to upgrade and to move “upmarket.” 

2. Establish a Skills Development Fund that would reimburse employers 
with 70% of the cost of retraining workers in selected activities. 

3. Raise educational levels through the setting-up of a Vocational and In- 
dustrial Training Board and by emphasizing engineering and the sciences in 
tertiary education. 

4. Promote and invest in research and development. 

5. Restrict the use of cheap immigrant labor and ease controls on immigra- 
tion of skilled and professional personnel. 


Hakam summed up the administration’s efforts as follows: “the industrial 
policy which Singapore has adopted for restructuring has a formidable mix 
of institutional devices and incentives that are designed to reward the firm 
that upgrades and in some way punishes the firm that does not do so.”? In 
short, Singapore was to become a high-technology manufacturing center 
and the financial service node of the region. 

The effect of these policies was immediate and dramatic. Between 1978 
and 1982 average earnings in manufacturing rose 81%,° and seemingly in 
response to this and in line with government hopes, value-added per 
worker rose dramatically, increasing 85% between 1980 and 1981. It ap- 
peared that Singapore had once again managed successfully to restructure 
its economy. In 1980 growth was 10.2%, and between 1980 and 1984 it 
averaged 8.5%, with a low in 1982 of 6.3% (see Table 1). The author of a 
book published in 1986 felt confident enough to state: 


5. A. N. Hakam, “Deliberate Restructuring in the Newly Industrializing Countries of 
Asia: The Case of Singapore,” East Asia: International Review of Economic, Political and 
Social Development, no. 3 (1985), p. 99. 

6. Grice and Drakakis-Smith, “Two Decades of Growth in Singapore,” p. 35. 
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The early years of Singapore’s second industrial revolution have been a qualified 
success and the government is optimistic. On a macro-economic level, foreign 
direct investment in Singapore has increased rapidly in recent years despite the 
recession and the high-wage policy; the GDP growth rate has remained high - 
(despite a plunge to 6% in 1982) at 7.9% in 1983 and 10% in early 1984; and 
the labour productivity rate recovered dramatically . `. . [to] . . . 5.0% in 1983 
and 7.4% in the first quarter of 1984.7 


l The Recession of 1985-6 

The beginnings of the recession can be seen in the quarterly statistics that 
reveal a decline in GDP growth rates from 10% in the first quarter of 1984 
to less than 3% in the first quarter of 1985 (see Figure 1). This trend 
continued, bottoming out with a 5% contraction of the economy in the 
fourth quarter of 1985. Overall, real GDP declined by 1.7% in 1985. 

That the recession occurred so rapidly and with so little apparent warn- 
ing is partly due to the rapid growth of the construction sector, which had 
buoyed up the aggregate statistics until the end of 1984.8 For example, 
between 1981 and 1984 construction and works grew by 24% per annum, 
representing 29% of GDP by 1984 as compared with 14% in 1978.9 In 
contrast, the other sectors of the economy were performing less well, with 
manufacturing—the lead sector of the Second Industrial Revolution—al- 
most stagnant (see Figure 3). However, by the end of 1984 few public 
projects remained to be completed, and the private commercial and resi- 
dential property markets were saturated. As a result, the construction sec- 
tor began to decline from the fourth quarter of 1984, and in 1985 it 
contracted by 14% (Figure 2), contributing two full percentage points to 
the overall fall in GDP.!° But although the decline in the construction 
sector almost exactly mirrors that in the economy as a whole, it does not 
stand alone in explaining the recession. There was in fact, a coincidence of 
negative factors, both internal and external. 


7. Mirza, Multinationals, p. 59. 

8. The trends that led to the recession can in fact be traced back to 1981-82. See ESCAP, 
“Recession in Singapore: The Anatomy of Structural Change,” Economic and Social Survey 
for Asia and the Pacific (Bangkok: United Nations, 1986), pp. 44-45. 

9. Philip Bowring, “New Market Road,” Far Eastern Economic Review (hereafter FEER), 
March 27, 1986, pp. 72-77. 

10. Ministry of Trade and Industry, The Singapore Economy: New Directions, Report of 
the Economic Committee (Singapore: Republic of Singapore, 1986), p. 198. 
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Figure 1. 
Singapore: Quarterly Growth Rates, 1984-87 (%) 
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| External Factors 

i Two of Singapore’s leading industries, shipbuilding and ship repair and oil 
refining (representing 25% of the manufacturing sector), declined sharply 
‘at the beginning of 1984. Industrial production of “petroleum refineries 
and petroleum products” shrunk by 30% between the first quarters of 
1984 and 1986, while production of “transport equipment” decreased by 
19% over the same period (see Figure 3). In addition, there is reason to 
believe that these two sectors face the possibility of permanent contraction. 
It seems unlikely, even with a recovery in the market, that they will regain 
their vibrancy; competition from regional and Middle Eastern refineries 
has reduced Singapore’s importance as a middleman, and it has been esti- 
mated that the republic’s shipyards can expect only enough business to 
operate at half of capacity.'! 


` 11. V. G. Kulkarni, “Singapore’s Ills are Mostly Its Own Work,” FEER, September 26, 
1985, pp. 104-105. However, see also, Nick Seaward, “Glimpses of a Recovery: Economic 
Monitor,” FEER, July 23, 1987, p. 80, which notes that ship repair activity in 1986 was 
substantially up over 1985. 
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Figure 2. 
Construction: GDP at 1968 Factor Cost 1984-1986 
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Singapore also was severely affected by the slump in international trade 
in 1985, especially in trade with the United States, the island’s largest trad- 
ing partner. In 1985, exports to the U.S. increased only marginally (3%), 
whereas in the previous two years they had risen by 50% and 23%.!2 
Overall, exports in 1985 shrunk by 2.3%. It is true that the decline in 
global demand affected all the export-oriented Newly Industrializing 
Countries (NICs), but Singapore is more reliant on external trade and 
therefore more sensitive to changes in the international trade environment. 
External demand accounts for 66% of the total demand for goods and 
services as compared with 48% in Hong Kong, 37% in Taiwan, and 26% 
in South Korea. Ironically, the electronics industry, a sector targeted for 
growth in the Second Industrial Revolution, was one of the industries most 
severely affected. Between the last quarter of 1984 and the first of 1986, 
industrial production of electronic products and components (accounting 
for 24% of manufacturing output) decreased by 15% (see Figure 3). 


Internal Factors 
Although external factors outside Singapore’s control are important in ex- 
plaining the country’s current difficulties, internal events have also had a 
role to play. The most important of these, the rise in unit labor costs, can 
be linked directly to the policies of the Second Industrial Revolution. Be- 
tween 1979 and 1981 increases in total labor costs exceeded growth in 
productivity by 2.6% per year, reversing the trend of the previous six years 
in which productivity exceeded labor costs by 1.5% per year (see Table 2). 
From 1982 to 1984, far from stabilizing, labor costs ran even further ahead 


12. Singapore Department of Statistics, Monthly Digest of Statistics, 25:7 (July 1986), pp. 
30-31. 
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Figure 3. Quarterly Index of Industrial Production, 1984-1986 (1983 100) 
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of productivity.!3 As a result, Singapore lost international competitive- 
ness; the degree to which this occurred can be judged from the fact that 
between 1980 and 1985 unit labor costs in manufacturing rose by 11% in 
Taiwan, 1% in South Korea and declined by 22% in Hong Kong, while in 
Singapore they increased by 40%.'4 


TABLE 2 Labor Costs and Productivity Growth, 1973—1985 (percentage rates of 
growth) 


Total Labor Real Productivity 
Costs (real) Growth 
Average 1973-1978 1.2 2.7 
Average 1979-1981 7.4 4.8 
Average 1982-1984 12.8 4.3 
1985 —0.5 3.0 


SOURCE: Ministry of Trade and Industry, The Singapore Economy, p. 43. 


The increase in labor costs from 40% to 46% of GDP from 1980-84 
resulted in a squeeze on profits—especially in the export-oriented manu- 
facturing sector—and a fall in the rate of return on capital to a figure only 
marginally higher than that for the seven OECD countries. Not surpris- 
ingly, it is only by offering a higher return on capital that Singapore can 
attract foreign investment, and certainly the increase in labor costs en- 
couraged a number of firms to locate elsewhere in the region. Further, the 
government’s long-term policy of maintaining a strong currency meant 
that exports were made even less competitive internationally. 

Finally, on the domestic front, there was the question of manpower. 
For although Singapore has a more developed human resource base than 
other countries in the region, there still remains a dearth of trained person- 
nel to lead the process of technological upgrading that the Second Indus- 
trial Revolution sought to promote. Only 16% of the population has 
received either postsecondary or tertiary education as compared with 29% 
in Taiwan, 35% in the U.S., and 65% in Japan. Until this is rectified, and 
education necessarily has a long lead time, the republic will have to rely to 
a considerable extent on foreign expertise. 

The failure of Singapore to displace Hong Kong as the region’s financial 
and business services center—-playing on the political uncertainties over 
Hong Kong’s future—has been partly due to just such a lack of expertise 


13. Ministry of Trade and Industry, The Singapore Economy, pp. 27, 119. 
14. Nigel Holloway, “Guidelines for Flexibility,” FEER, January 1, 1987, p. 55. 


JONATHAN RIGG 349 


and trained personnel. In addition, there is a widespread perception that 
the Singapore government finds it hard not to “meddle” in financial and 
business affairs,!> which certainly has reduced the republic’s attractiveness 
in comparison with its main regional competitor, Hong Kong. 


The Government’s Reaction 

In March 1985 Minister for Trade and Industry Tony Tan announced the 
creation of an Economic Committee to study the progress of the economy 
and identify avenues for future growth. The committee’s report, published 
in February 1986, analyzes the background of the 1985 recession and pro- 
poses a number of policy changes that, in its view, would allow Singapore 
.- to regain its competitive position. The policy recommendations, broadly 
speaking, covered six areas: reform of the Central Provident Fund 
(CPF),'© wage restraint, reduction in tax rates, investment incentives, a 
_ shift in emphasis with respect to public sector revenue and expenditure, 
and allowing the Singapore dollar to find its own level.’ 

Specifically, the committee recommended that employers’ CPF contri- 
butions be reduced from 25% to 10% of wage rates for a period of two 
years “in the first instance.” This would reduce wage costs by 12% and 
restore wage differentials with respect to the other NICs to 1982 levels. To 
reduce labor costs further, the committee proposed that there be no overall 
increase in wage levels during 1986 and 1987, with the public sector setting 
an example for the rest of the economy. With the longer term in mind, it 
was also recommended that the entire wage system be reformed to place 
more emphasis upon productivity schemes, variable bonuses, and share 

participation. To remove Singapore’s reputation as a high-tax location, 
' the committee proposed that the corporate tax rate be “immediately” re- 
duced from 40% to 30%, with the possibility of a further reduction to 


15. The recent cut in the circulation of the Asian Wall Street Journal from 5,100 to 400 
copies per day as a consequence of alleged errors of fact in an article, is an example of the 
government taking action that, in the view of some commentators and businessmen, makes 
Singapore less attractive to potential investors. See Nigel Holloway, “Publish or Perish,” 
\FEER, February 19, 1987, p. 43. 

16. The Central Provident Fund was established in 1955 and has been described as a “‘fully 
funded welfare system” (“A Survey of Singapore,” The Economist, November 20, 1986, p. 8). 
Both employers and employees make compulsory contributions, which have ranged from 
10% of wages in 1955 to 50% in 1985. Currently, employers contribute 10% of wages to the 
fund and employees, 25%. The contributions are invested primarily in long-term govern- 
ment securities and workers can gain access to their savings prior to retirement only if buying 
a flat or investing in certain “approved” shares or gold. The size and importance of the CPF 
can be judged by the fact that in 1985 net contributions represented 17% of gross national 
savings. 

17. Ministry of Trade and Industry, The Singapore Economy, pp. 43-44. 
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25% (it was also suggested that personal income tax rates be reduced in 
line with corporate rates). To stimulate greater investment in new plants, 
a 30% investment allowance was recommended to be applied on top of 
those incentives already in place. Finally, the report advised that statutory 
board charges (e.g., port services, warehousing, telecommunications, and 
' utilities) be lowered and nonrecurrent public development spending be 
raised in 1986-87. 

Inevitably, these proposals were opposed by some elements in the gov- 
ernment and in the bureaucracy. This is not surprising considering the 
almost sacred regard attached to, for example, the CPF.'® However, 
although the recommendations were dramatic, many had already been 
aired prior to publication of the committee’s report and thus had less im- 
pact than might otherwise have been the case. For example, on December 
27, 1985, Tony Tan delivered a speech attacking the high rate of contribu- 
tions to the CPF,!? and the need to lower tax rates and restrain wage in- 
creases had been recognized for some time. 

The first action to be taken supporting the Economic Committee’s re- 
port was the reduction in employers’ CPF contributions; this was followed 
by recommendations in the March 1986 budget to reduce corporate and 
personal tax rates from 40% to 33% and the raising of public development 
spending by more that 37% over fiscal 1985, thus increasing government 
expenditure as a proportion of GDP from 43% to almost 60%.*° Between 
1985 and 1986 there were also reductions in a wide assortment of statutory 
board charges, ranging from a 15% reduction in airport rentals to a 
10-50% reduction in telex and telephone charges. Further, the NWC em- 
barked upon a comprehensive review of the wage system in order to sug- 
gest ways to make it less rigid. In the past, settlements were negotiated on 
a collective basis—often taking up to three years at a time—and this made 
it difficult for companies to react to changing circumstances. The NWC . 
proposals, which were approved by the cabinet in December 1986, take 
into account company profits and introduce far more flexibility into the 
wage structure. The report also reiterated the view that wages should not 
run ahead of productivity. 

Whether or not these changes would have the desired effect of reinvigo- 
rating the economy was an issue of some debate. There were those, espe- 


18. Significantly, the report warns that “individual policies will not be sacrosanct, and may 
have to change from time to time.” Ibid. 

19. The high rate largely explains why Singapore has the highest rate of savings in the 
world—41% of GDP versus 31% for Japan (1984). See Robert Cottrell, “The Altar of 
Change,” FEER, January 16, 1986, p. 82. 

20. Bowring, “New Market Road, pp. 72-77.” 
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clally in business, who felt that the recommendations had been only 
partially embraced. They pointed to the lower than recommended de- 
crease in corporate and personal tax rates (7% versus 10%) and to the 
rejection of the proposals on investment incentives. These “radicals” “fear 
that [the report’s| driving force could be blunted by an alliance of the con- 
servatism of the older generation and the entrenched dirigiste instincts and 
interests of the higher bureaucracy.”2! 


State Role in the Economy 

Beneath these measures to pull Singapore out of its recession is an element 
of the report that is possibly much more far reaching, that is, the proposal 
to dismantle the state control of the economy. It is commonly assumed 
that Singapore, like Hong Kong, is the archetypal laissez faire economy 
where the state only intervenes in extreme circumstances. In reality, Sin- 
gapore’s progress has been carefully (and extremely successfully) stage 
managed. As Linda Lim observed rather colorfully in 1983: “Singapore’s 
spectacular success to date is the result more of the Long Arm of state 
intervention than it is of the Invisible Hand of the free market.” 
Although the report stated that the government role in the economy was a 
necessary and effective element in the republic’s past development, chang- 
ing circumstances have meant that there was now a need to reduce this to 
aminimum. The report endorsed the government’s decision announced in 
May 1985 to privatize many of the state-owned corporations (such as Sin- 
gapore Airlines, a portion of which had already been sold). It also recom- 
mended that “the regulatory environment in Singapore .. . be eased to 
encourage greater private sector initiative,” and on a more general note it 
proposed that “except where there are special reasons, such as national 
security, the government should rely more on private sector initiative and 
enterprise to generate growth.’’?> 

The moves that have been initiated by the Singapore government—the 
reform of the NWC, the intention to privatize all state-owned industries 
that are not utilities or military in nature, the proposal that savers be given 
a greater role in the management of the CPF, and the decision to aim for a 
10% reduction in government manpower—are all indicative of a desire to 
reduce the government’s role in the economy.2* As Finance Minister 
Richard Hu stated in an interview published in early 1987: “The govern- 


21. Bowring, “New Market Road,” p. 72. 

22. L. Y. C. Lim, “Singapore’s Success: The Myth of the Free Market Economy,” Asian 
Survey, 23:6 (June 1983), p. 761. 

23, Ministry of Trade and Industry, The Singapore Economy, pp. 71, 83. 

24. Nigel Holloway, “The Rise of the Entrepreneur,” FEER, January 8, 1987, pp. 70-71. 
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ment has, during the early stages of the economy, had to take the lead to 
get the economy going. Now we have to move on to a different level of 
development, different industries—smaller, entrepreneurial—where I 
think the private sector must play a far larger role.”?> 


Conclusion | 

It is too early to judge for certain whether Singapore has recovered from 
the recession of 1985, but economic statistics do provide strong evidence 
that a recovery is underway. The economy grew by 1.2% in the second 
quarter of 1986, by 3.9% in the third, by 5.8% in the fourth quarter, and 
by a provisional 6.5% in the first quarter of 1987 (see Figure 1). In addi- 
tion, foreign investment has gone up, unemployment has been steadily de- 
clining, and business expectations in the manufacturing sector are at their 
highest since the beginning of 1984.26 The recovery is being led by the 
manufacturing sector, which expanded by 16% in the second half of 1986 
and continued this rate into the first quarter of 1987. The importance of 
the manufacturing sector in the overall recovery led some analysts to warn 
that the resurgence was as yet thinly based. Possibly as a result, although 
the economy was projected to grow between 3% and 4% in 1987 (Table 
1), Lee and his ministers continued to warn against assuming that the cri- 
sis was passed. Nonetheless, as each quarter’s statistics are published, rea- 
sons for optimism become stronger; it is now only the construction sector 
that remains severely depressed. 

Although external developments beyond Singapore’s control exerted a 
negative influence upon the economy, they are noi sufficient to explain the 
recession of 1985. The policies of the Singapore government, encapsulated 
in the Second Industrial Revolution, also contributed significantly to the 
decline in the republic’s economic fortunes. Their reform has been a nec- 
essary part of the recovery program. However, as far as the future of Sin- 
gapore is concerned, the decision to reduce the role of the state in the 
economy is of far greater importance. It is this decision, if it is comprehen- 
sively implemented, that will influence and shape the republic’s develop- 
ment in the years to come. 


25. “The Government’s Role,” FEER, January 8, 1987, p. 70. 
26. Singapore Department of Statistics, Monthly Digest of Statistics, 26:6 (June 1987), pp. 
15-17; “Singapore’s Shaky Comeback,” South, August 1987, pp. 1-2 (South in Asia). 





MAO AFTER DEATH 


Charisma and Political Legitimacy 


Jean C. Robinson 


The relation of Mao Zedong to Chinese political life 1s 
chimerical. After his death in 1976, foreign analysts assumed that the Peo- 
ple’s Republic of China (PRC) would follow the path blazed by the Soviet 
Union after Stalin’s death. The succeeding ten years in China witnessed 
harsh critiques of Mao by the Communist Party (CCP) leadership, de- 
struction of his personality cult, and trials of his intimates, friends, and 
advisors. At the same time, Mao has, not yet suffered the fate of “de- 
Stalinization.” Indeed the CCP leadership, led by Deng Xiaoping, has 
been careful to disavow any trends toward de-Maoization, and has argued 
relatively consistently that Mao is an important and revered figure in the 
history of the PRC. Nevertheless, policy content, economic and political 
reforms, and attacks on programs associated with Mao’s leadership point 
to an extreme disaffection with Mao’s ideas. 

Historical and political perspectives provide scholars with an array of 
frameworks from which we can analyze the complexity of these events. 
Alternatives include focusing on leadership transition and policy transfor- 
mations that arise from them; analyzing the connections, interplay and 
policy preferences of individuals and factions involved in the Chinese polit- 
ical struggle; and integrating the analysis of ideological change with policy 
and personnel changes. In this essay I want to suggest another framework, 
one that focuses on the charismatic authority relationship and the etforts 
of successor regimes to retain charisma as a source of legitimacy.! The 
theme is the Mao question faced by the Deng leadership. The successors 
to Mao are confronted with a fundamental dilemma: how can they disa- 
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vow Mao’s words and policies without denying his central importance to 
the Chinese revolution and the modern Chinese state? How can they use 
Mao to assert the legitimacy of the party-state without being constrained 
by Maoism? My argument here focuses on the efforts of the Dengist re- 
gime to use the effects of Mao’s personality and work to legitimize their 
leadership. I posit that Mao’s words and charismatic persona have been 
institutionalized in order to make the framework of Maoism fit current 
policies and trends. What has taken place is not ‘“de-Maoization” but 
rather a bureaucratic effort to contain and use Mao’s charisma.* In recent 
years, the question of how to deal with a dead Mao has centered on the 
ideology of Mao Zedong Thought and on how the principles derived from 
that ideology will be applied to party life. 

The emphasis on ideology is consistent with the concerns of leaders at- 
tempting to legitimize at least part of their authority on the basis of a 
predecessor’s charisma. Charismatic authority in modern societies must 
be understood as an emotional relationship between leaders and followers 
which is based on belief in the abilities, persona, or vision of the leaders. 
Once such a relationship is established, leaders must reaffirm their special 
qualities, often accomplished through the reenactment of miracles and 
through reinforcement of values that are expressive of the charismatic mis- 
sion. Students of charisma have been intrigued by the apparent impossibil- 
ity of separating real charisma from that manufactured by media or public 
relations. But in truth, charisma is vital only when people are engaged in 
the relationship. Charisma requires of leaders that they make permanent 
the relationship by ensuring that followers fare well and are constantly 
involved in the process of the relationship. It is a dynamic process; when 
the process stumbles or ceases, charisma withers. 

Thus institutionalization is an expected stage in the procedural life of 
charismatic politics. During a leader’s lifetime, institutionalization may 
be effected through the creation of new institutions, through innovative 
bureaucratic management, and through the training and placement of fol- 
lowers into responsible positions within the movement. We should note 
here that these methods aim not at a Weberian routinization that regular- 


2. The distinction I make between institutionalization and routinization derives from my 
revision of Weber’s work on the progress of charisma. Weber argued that charismatic au- 
thority was unstable, and over time would become routinized, in the process losing its vital- 
ity. Eventually charismatic authority would change to a more traditional or legal-rational 
basis. I have suggested elsewhere that institutionalization represents the effort by charismatic 
leaders (or their successors) to avoid the loss of vitality, enthusiasm, and sacrificing action 
that is central to charismatic politics. 
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izes charisma, but rather at an institutionalization that ensures the vitality 
of charisma. 

Upon the death of a charismatic leader, charismatic institutions may 
survive. If successors want to use these institutions to bolster their own 
claim to leadership, the new leaders must surround themselves with the 
aura of the original charisma. The actions of Hua Guofeng immediately 
after his succession to Party leadership in 1976 reflect this. As Helmut 
Martin? has demonstrated, Hua made the same inspection tours as Mao, 
combed his hair in Mao’s style, even changed his calligraphy and had it 
used in ways similar to Mao’s personality cult. More substantially, Hua 
tried to tie his vision to that of a redesigned Mao. In publishing Volume V 
of the Collected Works of Mao Tse-tung, Hua tried to demonstrate the 
continuation of the charismatic line in a new context. 

After 1978, the use of charismatic legitimation took a different form, but 
the need to seek and claim continuity with the charismatic founding of the 
regime remained. During the period between Mao’s death in September 
1976 and the Third Plenary Session of the 11th Central Committee in De- 
cember 1978 that ratified the de facto leadership of Deng Xiaoping, Mao’s 
name had been invoked by all political factions in an effort to prove their 
claim to legitimacy. The struggle, at the level of ideology, was one that 
focused on a literal application of Mao Zedong Thought to the new task of 
the Four Modernizations propounded by Hua and the “Whateverist”’ fac- 
tion versus a highly selective application of Mao Zedong Thought in which 
method rather than content was used to support the policies associated 
with a different vision of the Four Modernizations. At the level of policy, 
the struggle was over whether to continue or diverge from the patterns and 
methods of economic and political development associated with Mao’s 
leadership. 

As is well documented elsewhere, Deng Xiaoping succeeded in both 
these struggles. But the third plenum did not signal a resolution to a cen- 
tral question facing the party leadership: what was to be the status of Mao 
promoted by Deng and the CCP? The solution pursued by Hua was al- 
ready discredited as hewing too closely to a politics of cults. Deng and his 
supporters in the party wanted to move away from personality and toward 
policy reform. The answers began to emerge when The Resolution on Cer- 
tain Questions in the History of Our Party Since the Founding of the Peo- 
ple’s Republic of China (hereafter the Resolution) was issued in July 1981. 
That document was a reformulation of CCP history designed to emphasize 
both the requirements of socialist construction and the contributions and 
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errors of Mao Zedong in the period from 1921 to 1976. The two tasks 
were tied together, for the Party needed an tmpeccably legitimate base of 
authority in order to embark on a set of policies that could easily be casti- 
gated as petty-capitalist. Theoretically, the CCP needed to extract those 
philosophical components of Mao’s revolutionary experience that served 
the policy goals of the successor regime. Politically, the Dengist leader- 
ship had to assert its interpretation of Mao Zedong over those of opposing 
factions to set its preferred limits on political thought and behavior. This 
process entailed an extensive discussion of Mao’s importance to the revolu- 
tion, the history and organization of the CCP, and the development of an 
ideological framework for Chinese politics. 


The Evaluation of Mao’s Legacy 

The CCP concluded that Mao was a “great Marxist and a great proleta- 
rian revolutionary, strategist and theorist,” despite having made the grave 
blunder of the “Cultural Revolution.”* But these errors even at the height 
of the criticism of Mao were deemed secondary by Deng’s leadership. 
Mao’s “greatness” comprises two categories of achievement: one set en- 
compasses those actions and strategies related to the victory of the CCP in 
1949, including Mao’s “mass-line” approach, guerrilla warfare strategy, 
and New Democratic policies. It is these which serve as the foundation for 
the legitimacy of the CCP and its leadership, in much the same way that 
Washington or Lenin and their struggles symbolize the rightness of their 
respective foundings. 

The other category embodies Mao’s ideological contributions, particu- 
larly those that support the political and economic reforms of the Deng 
regime. Given the content of the 1976-78 political struggles, the emphasis 
here is placed on methods, not particular policies. It was the style of lead- 
ership, how problems were uncovered and how policies were developed 
that were defined as the keys to Mao’s success. Thus, Mao’s epistemologi- 
cal perspective, which focused on the importance of practice as opposed to 
dogmatism and the need for “proceeding from reality and combining the- 
ory with practice,”° is underlined. Similarly his populist-Leninist perspec- 
tive calling for a strong disciplined party, built through ideological 
rectification and using a mass-line work style, is cited frequently as among 
Mao’s most important contributions. Indeed, these ideological ‘“achieve- 


4. Resolution on Certain Questions in the History of Our Farty Since the Founding of the 
People’s Republic of China (hereafter Resolution) (Beijing: Foreign Language Press, 1981), 
pp. 56, 17. 
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ments” have become the defining principles of Mao’s contribution to Mao 
Zedong Thought. 

The evaluation of Mao took place in a context of policy efforts designed 
to secure economic growth and political stability. The former was neces- 
sary to ensure China’s ability to compete in the world market; the latter 
was necessary to ratify Deng’s consolidation of power. Both growth and 
stability suggested the need to call a halt in ideological terms to the inter- 
necine battles in Chinese society. Under Mao’s leadership, China of the 
1970s had been witness to youths battling in the streets, military takeovers 
of city and provincial governments, and a weak, divided party unable to 
curb growing public cynicism. Deng proceeded to place the blame for 
these conditions on the power of the “Gang of Four” and the dogma of the 
“Cultural Revolution”. 

It is the character of Mao’s mistakes as painted in the Resolution and 
subsequent speeches and documents by party leaders that uncovers how 
Mao was simultaneously to be praised for his revolutionary acumen and 
buried for his excessive revolutionary zeal. Four prominent mistakes of 
Mao are condemned as having “led to domestic turmoil and brought catas- 
trophe to the Party, the state and the whole people.” Two of these are 
directly related to the role and organizing principles of the CCP; two 
harken back to Mao’s deviation from his own epistemology. Mao Zedong 
is held responsible for allowing a cult of personality to prosper within the 
party and for failing to protect the practices of democratic centralism and 
collective leadership. The implication of this criticism of Mao is that indi- 
vidual members and CCP strength will be protected only if the party ab- 
jures “arbitrary individual rule” and conforms to Leninist organizing 
principles. Neither the Resolution nor subsequent discussions are anti- 
Maoist in the sense that they proffer alternatives to the authoritarian na- 
ture of his rule in China. Rather, these documents represent efforts to 
reaffirm the traditional role of the party in a people’s democratic dictator- 
ship (i.e., the dictatorship of the proletariat). In other words, Mao’s error 
was that he allowed the party to become a target for attack that left it 
paralyzed and unable to exercise its ultimate authority. The other set of 
mistakes is related to Marxist “methodology.” In his early years as an 
activist, Mao had defended his radical experiments by arguing that their 
correctness stemmed from their grounding in reality. Policies, including 
the fundamental peasant-base strategy, derived from investigating and ana- 
lyzing the material conditions of people in Chinese society. The methodol- 
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ogy and epistemology that was Mao’s hallmark emphasized the circular 
relationship of 


C7 investigation ——— theory ————- practice ~i 


and relied on close relations among leaders, organizations, and masses to 
ensure that each part of the relationship was appropriately pursued. 

The accusation leveled at the Mao Zedong of the Cultural Revolution 
era is that he was “divorced from practice and from the masses.”’. This 
led him to promote decisions that did not fit “reality” or enhance socialist ’ 
construction. Furthermore the mistake of isolating himself led to the sec- 
ond major epistemological error: “broadening the scope of class struggle 
as an act in defense of the purity of Marxism.”’® According to Deng, Mao 
mistakenly held that much of the party leadership of the mid-1960s had 
become the enemy of the people. Furthermore, Mao’s solution, that 


since the forms of struggle adopted in the past had not been able to solve this 
problem, the power usurped by the capitalist-roaders could be recaptured only 
by carrying out a great cultural revolution, . . . a great political revolution in 
which one class would overthrow another.” 


was fundamentally damaging to society. Deng in particular objected to 
Mao’s belief that this struggle would have to be repeated over and over, for 
this would sanction future attacks on the party. As Martin points out, in 
1978 Deng had led an effort to redefine this Maoist concept of continuing 
revolution (jixu geming) to mean the struggle for “technological moderni- 
zation.” 

Deng Xiaoping and his supporters within the party used Mao to attack 
Mao. Referring back to Mao’s most popular years, and not coincidentally 
the years when his name and the Revolution were synonymous, they have 
argued that Mao’s mistakes were that he ignored the party, ignored his 
own infallible teachings on practice and scientific Marxism, and eventually 
sought to damage the one institution in society that led the dictatorship of 
the proletariat. The argument of the reformers is based on their claim that 
they are only returning the leadership to its rightful place of authority 
earned (by both Mao and the party) during the revolutionary era and the 
first blushing years after Liberation. 


7. Resolution, p. 46. 
8. Resolution, p. 45. 
9. Resolution, p. 33. 
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Distinguishing Mao Zedong from Mao 

Zedong Thought 
It is important for Mao’s successors to dissociate themselves from the hun- 
ger, chaos, and violence that characterized the years between 1956 and 
1976. Yet Deng does not want to discard the founding principles of the 
PRC. The 1981 Resolution initiated the task of separating Mao’s charis- 
matic legitimacy from his person and linking that legitimacy to Mao’s 
most accessible and recognizable contribution: the body of works known 
as Mao Zedong Thought. However, this move created problems, for even 
after 1981 Mao Zedong Thought was universally considered to be only the 
writings of Mao, usually exemplified by the Selected Works of Mao 
Zedong. The Dengist answer to the dilemma of how to use Mao Zedong 
Thought was to find ways, beyond an iteration of Mao’s grievous mistakes, 
to separate the man from the word. The occasion of the ninetieth anniver- 
sary of Mao’s birth in December 1983 provided a suitable opportunity for 
forging a yet stronger link between Mao and his successors and concur- 
rently redefining Mao Zedong Thought. 

The first step was to emphasize the ideas of Mao found to be “absolutely 
correct”! and to deemphasize the negative aspects of his leadership. By 
July 1983 the ideological focus had shifted from an overwhelming critique 
of the Cultural Revolution toward a more balanced exposition of the 
problems attending the personality cult and the proposals of Mao that 
were deemed valuable. This action built on the compromise worked out 
by the CCP leadership the previous year at the 12th Party Congress where 
the general secretary, Hu Yaobang, noted that the CCP had “restored the 
original features of Mao Zedong Thought . . . and developed it under new 
historical conditions.”!! The new party constitution, approved at this 
Congress, held that Mao Zedong Thought was the “body of theoretical 
principles concerning the revolution and construction in China and a sum- 
mary of experience therein, both of which have been proved correct by 
practice.”!2 Mao Zedong was not the sole creator of Mao Zedong 
Thought; rather he was the “chief representative” of the Chinese commu- 


10. Xiao Xue, “Zhengquede fangxian, guangkuode tiaolu—chongxin xuexi Mao wenhua 
sixiang de yidian tihui,” (Correct Orientation, Broad Road—Some Understandings Derived 
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nists. These formulations served as a touchstone for the rectification cam- 
paign at the central party and state levels at the end of the Congress. They 
led the way to a critique of “book worship” and “blind dogmatism,” a . 
campaign tactic that used Mao’s words to attack unrepentant Maoists. 

In a period when both party members and bureaucrats were undergoing 
rectification and Deng was trying to convince colleagues and administra- 
tors to back new economic reforms, the importance of attacking dogmatic 
behavior was evident. Hongqi (Red Flag) published an article in July 1983 
arguing that people needed to be willing to change. It was dogmatism and 
the personality cult that were responsible for a lack of progress in China. 
Yet if party members examined the works of Mao Zedong, they would find 
that the “quintessence of his thought” was to act flexibly. Thus Mao’s 
“valuable proposals and strategies” included his call for “economic plan- 
ning to conform to the real conditions of a large agrarian society, putting 
agriculture, light industry and heavy industry in the proper order,” to “let 
one hundred flowers bloom” in the fields of science and culture, “to cor- 
rectly handle conflicts and foster coexistence and mutual supervision be- 
tween the Communist party and democratic parties”.!3 It is notable that 
those propositions that showed laudable flexibility were precisely the kinds 
of policies favored by Deng and opposed by the Maoist stalwarts in the 
party. 

The theme of flexibility continued throughout the fall and winter of 
1983. It took several forms, all of which were tied to Deng’s catch 
phrases, “seek truth from facts” and “practice is the sole criterion of 
truth.” Both slogans lent themselves to a new reverence for the young 
(i.e., correct) Mao, who was variously described as a Marxist social scien- 
tist, a journalist, and even a revolutionary humanist! There was an explo- 
sion of praise for Mao and Mao Zedong Thought in the anniversary year. 
All the major party publications as well.as civil media joined in the adula- 
tion. Mao was heralded for his philosophical contributions; his ideas on 
the relationship between art, literature, and socialism; his emphasis on the 
importance of investigation; and his belief in the utility of party recttfica- 
tion. Indeed the corpus of Mao Zedong Thought was expanded with pub- 
lication of Selection of Mao Zedong’s Letters in winter 1983, and the 
release of one of Mao’s “philosophical works” in late December. 

In 1983 the Chinese political system was awash with demands for demo- 
cratic reform, attacks on literary and artistic works in the name of fighting 
“spiritual pollution,” and muddled policy implementation caused by both 
recalcitrant administrators and overenthusiastic reformers. These condi- 


13. “Lilun gongzuo yaowei shehuizhuyi xiandai hua jianshe fuwu,” (Theoretical work ` 
must serve present-day socialist construction), Hongqi, 13 (July 1983), pp. 28-31. 
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tions existed in a polity that had no available enemies to serve as scape- 
goats, nor any leaders of heroic proportions to galvanize the population. 
Deng’s response was to orchestrate a symphony of hosannas for Mao. The 
aim was to provide a broader base for the policies of economic reform 
while simultaneously reclaiming the party’s right to control artistic and 
ideological currents. The choice of Mao’s contributions was telling. 
Mao’s acclaimed philosophical work entitled “Freedom means under- 
standing necessity and changing the world” emphasized that “plans for the 
revolution, big or small, general or detailed, [must be] based on reality and 
conform to it.”!4 Major newspapers echoed this advice after Hongqi said 
that this is “‘still the theoretical basis for our guiding ideology and the core 
of Mao Zedong Thought.”!5 Reality, furthermore, was different than it 
was when Mao, or Marx, was alive. At a CCP-sponsored conference on 
Mao Zedong Thought in late 1983, Hu Sheng, a member of the Central 
Committee and director of the party’s Historical Research Office, said that 
“to treat what Marx wrote before his thinking matured as the core of all 
Marxist works is to repeat some Western bourgeois scholars’ distortion of 
Marxism.”!© Attacking the resurgence of interest in applying the concept 
of alienation to contemporary Chinese society, Hu was also arguing for an 
ideological routinization that enshrined practical flexibility as the hallmark 
of Marxism-Leninism-Mao Zedong Thought. This easily could be a useful 
tool in critiquing those democratic reformers who insisted on calling for 
more citizen rights and freedoms. Interestingly, the opposition to Deng 
also came from three other groups: the conservatives or old Maoists, who 
have been described as having “pruned the views of Mao down to their 
Stalinist core;”’ the democratic radicals who had been influenced by the 
Polish Solidarity movement and the 1979 Chinese Democracy Wall Move- 
ment; and the Leninist orthodox reformers who “smell a whiff of Maoist 
voluntarism when Deng’s pragmatic reformers question Marx or Lenin.” 17 
These groups were on shaky ideological ground if Deng could successfully 
make Mao Zedong Thought serve his purposes, and his continuous em- 
phasis on reality served to remind Deng’s audience of the priority of eco- 
nomic change to overcome poverty. 


14. Renmin Ribao, 25 December 1983, p. 1. For an unofficial translation, see Xinhua 
News Agency Release, 28 December 1983, 122450. 

15. Zhai Sishi, “Kexue shijie xuanshi zhongguo de zhuda fazhan - ,” Hongqi, 23 (1 De- 
cember 1983). 

16. Beijing Domestic Service, 6 November 1983, in Foreign Broadcast Information Ser- 
vice, Daily Report, China (hereafter FBIS, DR/CHTI), 8 November 1983, p. K8. 

17. Carole Lee Hamrin, “Competing Policy Packages in Post-Mao China,” Asian Survey, 
24:5 (May 1984), pp. 575, 573. 
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Reality also included the role of the CCP in Chinese society. In the 
heady days of the “reversal of verdicts,” when party elite, intellectuals, and 
bureaucrats were rehabilitated, democratic reform and some forms of . 
political dissent were allowed. This freedom made the task of party-build- 
ing more difficult, for it contributed to the political cynicism whose origin 
is now traced by the party to the Cultural Revolution. To overcome such 
questioning and “to eliminate the pollution and dirt [in the party] which 
there had not yet been time to get rid of,”!8 General Secretary Hu 
launched a rectification to secure “correct” thinking within the party. The 
importance of rectification for both Mao and the current regime is that it 
creates a set of common beliefs and demands a wholesale acceptance of 
party ideology. Mao, who was infamous in the late 1920s and 1930s for 
defying the Third Internationale and the leadership of his own party, is 
now honored for the disciplinary methods he institutionalized in. the 
1940s. The purpose of party rectification has not changed; the only change 
is that the targets are now those who gained power in the Cultural Revolu- 
tion and those who will not accept the new interpretation of Mao Zedong 
Thought. 

The party’s claim to exercise authority, of course, went beyond the con- 
fines of party ideology. In the midst of a debate within the CCP over 
“spiritual pollution,” Mao’s Leninist interpretation of the role of art and 
literature in society was revived. This required some care, for Deng in 
particular did not want to open the door to the kind of extreme limitations 
on creativity that had been experienced in the Cultural Revolution. But 
neither could he afford “excessive” artistic freedoms which worried the 
hard line military and Old Guard conservatives. The official response in- 
stituted a minor campaign encouraging the study of Mao’s “Talks at the 
Yenan Forum on Literature and Art.” The lesson to be learned was that 
“art belongs to the people” and that some recent artists were guilty of 
expressing “irrationalism”’ and taking “socialist alienation” as their main 
theme.!? The point here was not only to attack writers who spread spiri- 
tual pollution, but also to provide teachings on the visionary themes with 
which Deng wants to be associated. Deng had learned Mao’s lesson well; 
the way life is presented in art influences popular opinion. In early 1984 
Deng was concerned with the strength of his conservative opposition, but 
even more distressing was the political malaise of the population. To claim 
legitimacy in a postcharismatic society, Deng had to create an image of a 
new Chinese heroism, based on reality and investigation and informed by . 


18. Hu Yaobang, “The Best Way to Remember Mao Zedong,” Beijing Review, 27:1 (Janu- 
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the old standbys of “serving the people and socialism.” The search for 
positive and motivating themes is central to institutionalizing charisma 
and was one aim of the call to restudy Mao’s talks on literature and art. 
The search for heroes, ironically enough, mimicked the search for a usa- 
ble ideology. Deng looked back to the early 1960s when Mao Zedong had 
published his eulogy called “Learn from Comrade Lei Feng.” Lei Feng, a 
young soldier who died in a freak accident, had served as an emulation 
model throughout the decade, and now in the mid-1980s, Deng exhorted 
China’s workers to follow the spirit of Lei Feng. The twist was that this 
spirit could be demonstrated by “popularizing the five polite phrases for 
everyday use .. . and thus promoting socialist ethics.”*° This reached 
even further back into revolutionary history when the party had asked that 
all soldiers and party cadres be polite and fair in their dealings with citi- 
zens. If Lei Feng was the sacrificing worker who would serve as a model, 
it seems to have been Mao Zedong himself who was the model for proper 
investigation. During the anniversary year, Mao was lauded for his jour- 
nalistic and social science skills. His early work on “Miss Chao’s Suicide,” 
his journalist efforts in the May Fourth Movement, and his emphasis on 
“seeking truth from facts” (shishi qiu shi) made him an apt model for em- 
phasizing the importance of investigating real conditions before making 
policy. Proceeding from an analysis of the material conditions of Chinese 
peasants had given Deng the moral strength to push the economic reforms 
that encourage people to engage in private entrepreneurship and to get 
rich. Deng once again has turned to Mao Zedong’s writings for the “‘scrip- 
tural”? basis of this policy initiative. As the editors of Guangming Ribao 
argued: “Comrade Mao Zedong pointed out that . . . we should proceed 
from the actual conditions inside and outside the country, the province, 
county or district, and derive from them, as our guide to action, laws 
which are inherent in them and not imaginary.”*! In other words, all poli- 
cies made by the party-state should be based on actual needs rather than 
theoretical dogma. Deng found a way to make Mao serve his purposes. 
These efforts to appropriate Mao Zedong Thought to support current 
policies result in a distinct separation between Mao the leader and the Mao 
Zedong of ideology. The publication of Selection of Mao Zedong’s Letters 
in December 1983 was a capstone to the institutionalization effort. The 
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CCP Literary Research Center chose from among 1500 letters Mao had 
written between 1913 and 1976. The selection notably excludes Cultural 
Revolution epistles, and instead focuses on Mao’s emphasis on investiga- 
tion, his approval of economic development, and the need to liberate “fet- 
tered individuality [so] there can be democracy and socialism,” opposition 
to corruption and nepotism, and support for party rectification and disci- 
pline. Perhaps the most significant selection is a letter Mao wrote on Au- 
gust 15, 1948, where he disavowed “Maoism” and stressed the need to 
“study the theories of Marx, Engels, Lenin and Stalin, and the experience 
of the Chinese Revolution.” Renmin Ribao argued that this “clarification 
in the letter encapsulates the concept that Mao Zedong Thought is the 
crystallization of collective wisdom. ”?2 

The process that began with the Resolution in 1981 and continued 
through early 1984, accomplished the separation of charisma from Mao 
onto a new institution—Mao Zedong Thought—that was to serve as an 
ideological focus and rallying point for the new regime. But the trans- 
ferred charisma of Mao Zedong Thought was, at best, lackluster. Teleol- 
ogy had been transformed into “Get Rich” slogans and a manipulation of 
Mao Zedong’s words to suit current purposes. The Deng regime at- 
tempted to trace its actions back to Maoist revolutionary precedents, but 
rhetoric and action were both made practical and predictable. 


Institutionalization of Charisma Through 

Mao Zedong Thought 
Institutionalization differs from routinization. The latter implies a mun- 
dane transformation of charisma; in the process charisma’s vitality is lost. 
Yet while Deng opposes chaos and unpredictability, he does not want to 
lose the creative spark that charisma provokes. Deng’s leadership has 
been engaged in finding ways to retain the fervor that charismatic leader- 
ship brings forth. This was especially important given the apparent rou- 
tinization of Mao Zedong Thought; it has been especially difficult given the 
need to provide something for people to believe in and the perpetual shifts 
in ideology from moderate to radical and back again. 

The publication of the Selected Works of Deng Xiaoping in July 1983 
was a major step in Deng’s assumption of the mantle of charismatic legiti- 
macy. It initiated the effort to make Deng an ideological equal of Mao by 
adding Deng’s words to the “holy scriptures” of Mao Zedong Thought. 
Indeed the volume put an official seal on the new definition of Mao Zedong 


22. Feng Hui, “ ‘Mao Zedong Shuxin xuanji’ jiechao,” (4n Introduction to Selections of 
Mao Zedong’s Letters), Renmin Ribao, 27 December 1983. 


JEAN C. ROBINSON 365 


Thought—a definition that demanded that the method of Mao’s works be 
grasped. Intellectuals as well as activists were reminded in the spring of 
1984 that 


Comrade Deng Xiaoping puts forward the idea that Mao Zedong Thought is an 
ideological system to warn people against sticking to individual words or con- 
clusions by Mao Zedong, and to ask them to grasp well the entirety of Mao 
Zedong Thought which is composed of a series of principles proved to be cor- 
rect by repeated practices. The theoretical and practical mistakes committed by 
Comrade Mao Zedong in his later years lay precisely in his violation of the 
correct things he established.?7 


In other journals readers were told that there was no contradiction be- 
tween Mao’s analysis of the Chinese revolutionary situation and that of- 
_ fered by contemporary leaders such as Deng and Hu. But now that Hu 
Yaobang has been criticized, even this source of legitimation is at risk. 
One of the requisites of claiming continuity and ideological authority is 
consistency over time. The Deng leadership has acknowledged that intra- 
party conflict reinforces popular cynicism. The dismissal of Hu in early 
1987 suggests that Deng’s ideological system yet needs work. 

Through disseminating his speeches of the 1970s and 1980s (a renewed 
effort was begun after the dismissal of Hu), Deng has attempted to affirm. 
his right to exercise legal authority and his continuity with Mao’s cha- 
risma. The former has been accomplished through the successful imple- 
mentation of economic and social reforms. The latter has been more 
difficult to achieve. Mao in a sense was fortunate to have enemies (imperi- 
alism, the Guomindang, the Japanese) who symbolized the sufferings of 
China. Their effect on Chinese peasant life enabled Mao to create an au- 
thentic vision of liberation for the Chinese peasants. His charisma found a 
response among people who believed that Mao was their personal and na- 
tional savior. This belief was supported by the effectiveness of the military, 
social, and economic policies of the CCP in the 1940s. In other words, 
Mao had proved himself; in later years, his towering presence, combined 
with a powerful party, enabled him to maintain some of that charismatic 
appeal. Deng does not want the adoration or emotionalism created by the 
intensity of charisma, but he does need the deep-seated support and active 
enthusiasm of the population. He seeks a charismatic politics to oppose 
the continuing political cynicism and widespread malaise. Part of that 
politics has enunciated a new vision for the Chinese people, but “socialism 
with a Chinese character” lacks the emotional power of Mao’s utopian 
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communism, reached by uninterrupted revolutions (jixu geming) and great 
leaps forward (datiaojin). Marxism-Leninism does of course have a uto- 
pian core. However, Deng’s “socialism with a Chinese character” reflects 
more the nature of Five-Year Plans than Marx’s fishing, farming, and phi- 
losophizing. Deng Xiaoping talks of “achieving a comparatively comfort- 
able standard of living by the end of the century”?* and of quadrupling the 
GNP by the year 2000. Deng’s policies claim to be visionary because they 
are just like those of “comrade Mao Zedong, whe blazed a Chinese road 
by integrating Marxism-Leninism with Chinese realities.”*° Nonetheless 
the campaign against spiritual pollution in 1983 and early 1984, subse- 
quent efforts to reintroduce a “spiritual pillar” in order to inspire the pop- 
ulation,*© and the student demonstrations of 1986-87 suggest that Deng’s 
vision is neither strong nor well-institutionalized. 

The search for a vision that will energize the population spiritually has 
led once again to Mao, this time combined with a resurgence in the study 
of Marxist theory. The problems associated with relying on Mao, how- 
ever, seem to be endemic, as suggested by experiences in the recent rectifi- 
cation of the party. Beginning in the fall of 1983, the CCP embarked on 
efforts to overcome some members’ lack of “deep feelings” for the party, to 
destroy any remaining Cultural Revolution factions, and to improve party 
members’ workstyle. Reports on the rectification were carried in Chinese 
media throughout 1984 and 1985, with numerous references to the contin- 
ual problems occurring in the process. According to the party leadership, 
there was insufficient effort to eliminate “Leftism” and “factionalism,” and 
to negate thoroughly the Cultural Revolution. Deng’s hand-picked Cen- 
tral Commission for Guiding Party Rectification (CCGPR) in the summer 
of 1984 issued Central Circular Number 9, an cminous-sounding docu- 
ment providing “guidance” on how to explain and deal with recalcitrant 
party members. For instance, party cadres who might question how left- 
ism could be attacked and at the same time the works of Mao Zedong be 
studied as part of required rectification reading, were reminded that Mao’s 
fundamental theoretical works, including “On Practice” and “On Contra- 
diction”, do not “contain the seeds of later leftist errors. On the contrary, 
these had been intended precisely to clear away ‘Leftist’ dogmatism.” 
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Yet these two works were among those that were considered central to 
Mao’s revolutionary theories in the Cultural Revolution. What then, one 
might ask, constitutes leftism? Hu Yaobang, along with Liu Binyan, Fang 
Lizhi and others, are victims of the struggle to impose legitimacy on a 
conflict-ridden authority relationship. This relationship is mired in a 
structure that historically demands dogmatism but practically demands in- 
novation. Given the party’s unstated opposition to public criticism, its 
need for constructive criticism cannot be met in this situation. Rectifica- 
tions and suppression of public demonstrations publicize the party’s neuro- 
sis about control and change, and bring forth questions about its adherence 
to its professed vision. 

The question of institutionalization of charisma thus forces Mao’s suc- 
cessors to cope with a vast array of contradictions. Currently, Deng and 
his colleagues are urging the development of an expansion of Mao Zedong 
Thought that will provide people with a central vision to guide them. To 
avoid having to answer questions such as “what is leftism, if it is not 
Mao?”, the last year has seen yet more efforts to compare Mao’s early 
years of leadership with the present regime, while urging people to study 
“Marxist theory against the background of China’s new circumstances. ”?8 
The latest explanation of Mao’s leftism is that it stemmed from the “cult of 
personality.” Ifthe party is well-disciplined and has a good workstyle (i.e., 
practices the mass line, democratic centralism, collective leadership, and 
no factionalism), then there will be no recurrence of personality cults. The 
implication here is that rule by institution rather than rule by personality 
should be the norm. Discipline, workstyle, and successful policies, more- 
over, arise out of applying Marxist theory to solve current problems. The 
key to this is to practice neither dogmatism nor pragmatism. Marxism is 
not to be “distorted to meet needs at will,” nor should the party “trim its 
sails” or lower its vision in order to curry favor.?° 

What then is institutionalized? The aim of the CCP under Deng’s lead- 
ership is to encourage cadres to have the same kind of enthusiasm and 
creativity Mao Zedong demonstrated in the first sixty years of his life (as 
described by the CCP hagiographers). Institutionalization of charisma in 
the Chinese post-charismatic setting is aimed at creating a heroic model of 
Mao Zedong that symbolizes his revolutionary spirit but not his personal 
leadership. Since Mao’s revolutionary experience is also directly tied to 
the idea of a strong party, the CCP benefits as well. 
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Yet the problems Deng and the party face in the task of institutionaliza- 
tion are great. They have yet to agree on the content of an ideology, a 
failure which leads to conflict and lack of popular confidence. They have 
yet to resolve the contradiction between the need to interpret Mao Zedong 
Thought so that it connotes little, and the need for people to have faith in a 
meaningful ideology. They have yet to rebuild the prestige of the party so 
that it can replace the hegemony of personality in Chinese:politics. If suc- 
cessful, the institutionalization of fervor and spiritual action can provide 
the legitimacy and mobilizing energy the party needs to be a moral as well 
as a political authority without creating a charisma that will compete with 
the party itself. And in the final analysis, it is fear of competing sources of 
authority that impels the party to attack democratic reformers and cults of 
personality, and to praise Mao Zedong. 
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